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Budget  Message 

By 

GOVERNOR  EARL  WARREN 

1953-1954  Budget 


To  fhe  Senate  and  Assembly  of  the  State  Legislature  of  California: 

In  conformity  with  Section  34  of  Article  IV  of  the  Constitu- 
tion, I  submit  to  you  the  Budget  for  the  State  of  California  for 
the  fiscal  year  ending  June  30,  1954,  together  with  my  recom- 
mendations regarding  financing  it. 

California  State  Government  today  is  in  an  excellent  financial 
position.  We  will  finish  the  present  fiscal  year  with  our  budget  in 
balance  and  with  our  vital  reserves  intact,  but  as  we  look  into 
the  future  we  find  difficulties  in  maintaining  such  a  balance  under 
present  tax  levels  because  of  expense  incurred  by  direct  action 
of  the  people.  The  recent  action  of  the  voters  in  adopting  a  con- 
stitutional amendment  substantially  increasing  state  support  of 
public  schools  added  a  burden  to  state  finances  which  were 
already  under  the  strains  of  inflation,  increasing  population,  still 
greater  school  enrollment  growth,  shifting  of  obligations  from 
local  government  to  the  State,  and  public  demands  for  more  and 
better  services.  This  increase  in  school  support  is  almost  $70,000,- 
000  for  the  budget  year,  1953-54,  and  will  mount  as  the  number 
of  youngsters  in  our  schools  continues  to  grow. 

Total  expenditure  requirements  for  the  1953-54  Fiscal  Year 
are  estimated  at  $1,326,851,805.  This  represents  an  increase  of 
$82,787,967,  or  6.7  percent,  over  the  current  year,  most  of  which 
is  for  the  increased  school  payment  of  almost  $70,000,000.  Special 
funds  account  for  $492,389,017  of  these  expenditures ;  $834,462,- 
788  must  be  met  from  taxes  and  other  revenues  available  to  the 
General  Fund. 

Inflation  in  recent  years  has  swelled  our  revenues  as  well  as 
increased  our  costs.  Prudent  fiscal  policies  have  left  us  with  a 
$66,000,000  surplus  and  have  enabled  us  to  put  aside  some  reserve 
funds  for  the  purpose  of  liquidating  long-term  indebtedness  and 
providing  for  certain  future  requirements  that  should  reasonably 
be  anticipated.  It  can  be  seen  plainly,  however,  that  revenues 
under  present  law  will  be  short  of  financing  the  expenditures  we 
are  called  upon  to  meet,  regardless  of  how  economically  we  plan 


our  future.  As  is  the  case  in  many  situations,  there  is  an  easy  and 
a  hard  way  of  deciding  a  difficult  issue,  but  the  hard  way  is  usu- 
ally the  right  way.  It  would  be  easy  to  use  up  reserve  funds  for 
current  expenses  without  regard  for  the  soundness  of  these  funds 
and  without  considering  how  great  the  future  need  for  them  may 
be.  For  a  year  or  so  we  could  consume  these  reserves,  as  an  im- 
provident farmer  would  eat  up  his  seed  corn,  and  then  face  a  cer- 
tain deficit — even  a  crisis  if  we  should  have  a  slight  business 
depression.  The  hard  way  is  to  face  the  facts  as  we  see  them  now 
and  as  we  reasonably  forecast  them  to  be  in  the  future.  The  fol- 
lowing are  estimates  on  the  State  General  Fund  for  the  next  three 
years.  The  figures  are  on  the  assumption  that  there  will  be  no 
recession  during  these  years,  that  inflation  will  be  halted  at  its 
present  level,  that  our  revenues  and  state  operating  expenses  will 
increase  only  at  the  rate  of  growth  in  state  population,  and  that 
capital  outlays  can  be  held  .to  $40,000,000  per  year  as  a  minimum 
amount  to  keep  abreast  of  needs. 

ESTIMATED  FINANCIAL  OPERATIONS  OF  THE 

STATE  GENERAL  FUND 

Fiscal  Years  1953  through  1956 

(in  millions  of  dollars) 

1953-5J,  195^-55  1955-56 

General  Fund  reveni^e $801.9  $825.0  $850.0 

General  Fund  obligations : 

Current  expense   $269.3  $275.0  $285.0 

Capital  outlay 53.6  40.0  40.0 

Local  assistance 570.4*  621.0  657.0 

Total  expenditures $893.3*  $936.0  $982.0 

Current  operating  deficiency $91.4*  $111.0  $132.0 

Carrj^-over  surplus  July  1,  1953 $66.2  

Accumulated  deficit  June  30th $25.2*  $136.2  $268.2 

*  Including  5.5  million  dollars  for  the  initial  year  of  Aid  to  the  Needy  Permanently  Disabled,  not 
included  in  budget  totals  since  the  program  has  not  yet  been  authorized  by  law. 

Even  under  these  moderately  optimistic  assumptions  revenues 
are  $91,400,000  short  of  meeting  expenditures  for  1953-54,  the 
shortage  is  $111,000,000  for  1954-55  and  $132,000,000  for  1955-56. 
A  business  slump  which  would  cut  our  receipts  by  as  much  as 
10  percent  would  increase  the  accumulated  deficit  at  June  30, 
1955,  to  $218,000,000  and  to  $435,000,000  at  June  30,  1956,  if  no 
new  revenue  measures  are  taken.  We  have  prided  ourselves  for 
10  years  on  a  balanced  pay-as-you-go  budget  because  a  solvent 
State  Government  is  all-important  to  the  welfare  of  the  people 
of  this  State. 

The  present  state  tax  system  was  enacted  nearly  20  years  ago. 
Except  for  an  adjustment  in  levies  for  highway  purposes  there 
has  been  no  extension  of  the  tax  base  and  no  increase  in  rates 
since  that  time.  On  the  contrary,  from  1943  to  1949  we  reduced 
taxes  by  15  percent  for  a  total  saving  to  the  taxpayers  of  561  mil- 


lion  dollars.  At  the  present  time  our  people  are  paying  18  cents 
less  per  hundred  dollars  of  income  for  state  taxes  than  in  pre- 
World  War  II  years.  Meanwhile  the  State  has  taken  on  addi- 
tional burdens  which  amount  to  many  millions  of  dollars  at 
present  cost  levels.  Most  of  these  added  burdens  are  in  the  form 
of  greater  assistance  to  local  government.  The  new  rate  for  state 
support  for  public  schools  is  $180  per  pupil  compared  to  the  $60 
rate  for  elementary  schools,  which  did  not  then  include  kinder- 
garten, and  $90  for  high  schools  and  junior  colleges  in  1942-43. 
The  State's  share  of  aid  to  the  aged  is  now  six-sevenths  of  state 
and  local  contributions  and  for  blind,  three-fourths — in  contrast 
with  the  former  fifty-fifty  sharing.  Moreover,  the  average  amount 
of  aid  paid  to  the  aged,  the  blind,  and  to  needy  children  has  been 
approximately  doubled  in  the  intervening  years.  The  counties 
and  cities  now  get  the  entire  proceeds  from  liquor  licenses  and 
the  share  of  motor  vehicle  in  lieu  tax  to  the  extent  of  $20,000,000 
formerly  state  revenue  sources.  Truck  tax  proceeds  amounting  to 
$12,635,000,  now  going  to  highway  use,  were  also  a  General  Fund 
tax  source.  There  are  now  heavier  subsidies  for  local  health  de- 
partments, for  aid  to  crippled  children,  for  child  care  centers, 
and  for  debt  service  on  the  school  building  bonds. 

During  the  last  10  years  we  have  set  aside  certain  moneys  in 
reserve  funds  and  special  appropriations  as  a  means  either  of 
funding  existing  obligations  or  making  provision  for  future  exi- 
gencies. A  review  of  these  reserves,  together  with  their  balances 
as  of  the  beginning  of  next  fiscal  year,  is  enlightening. 

Bond  Sinking  Fund  of  1943 $8,103,521 

This  fund  was  established  in  1943  and  augmented  in  1945  with 
the  amount  necessary  to  meet  interest  and  retirement  charges  on 
all  outstanding  state  bonds  except  those  which  were  self -liquidat- 
ing or  which  had  special  liquidating  measures.  When  this  fund 
was  established  the  State  became,  in  effect,  debt  free.  It  remained 
so  until  the  State  lent  its  credit  for  the  school  building  bond  pro- 
gram. Any  diversion  from  this  fimd  would  be  a  form  of  deficit 
financing. 

Teachers'  Retirement  Fund  Special  Deposit $36,853,000 

The  amount  of  $30,000,000  was  transferred  to  the  Teachers' 
Retirement  Fund  in  1944  as  a  partial  funding  of  the  accumulated 
deficit  in  the  Teachers'  Retirement  System.  Interest  accrued  by 
next  June  30th  will  be  $6,853,000.  Here,  again,  is  a  fund  which 
might  be  diverted  for  meeting  current  expenses,  but  to  do  so 
would  be  to  increase  this  deficit  and  the  need  for  heavier  outlays 
from  current  revenues  in  future  years. 

Flood  Control  Fund  of  1946 $16,020,339 

This  is  the  cash  balance  of  the  $25,000,000  set  aside  in  1946  and 
1947  to  finance  local  governments '  shares  of  federal  flood  control 
projects  extending  over  a  period  of  years.  Unfortunately,  this 
balance  is  insufficient  to  meet  the  projects  which  have  already 
been  authorized  by  law  as  the  amount  originally  reserved  was 
not  sufficient  for  increasing  requirements  and  because  of  the 
subsequent  great  increase  in  costs  over  the  original  estimates.  Dis- 
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sipation  of  this  reserve  would  jeopardize  the  orderly  development 
of  flood  control  projects  which  are  so  vital  to  the  people  of  our 
State. 

Postwar  Unemployineiit  and  Construction  Fund $6,907,413 

This  is  the  balance  of  the  $90,000,000  appropriated  in  1946  for 
postwar  construction  by  cities  and  counties.  All  but  $580,061  of 
this  balance  is  allocated  to  particular  counties  or  cities.  The  re- 
mainder was  earmarked  in  1951  for  water  pollution  control  work 
vitally  needed  for  the  purification  of  our  streams. 

Revenue  Deficiency  Reserve $75,000,000 

This  reserve  (the  so-called  Rainy  Day  Fund)  was  established 
as  a  cushion  against  a  drop  in  revenues  below  budget  estimates 
which  a  business  depression  would  produce.  It  was  also  made 
available  for  disaster  relief  in  case  of  an  extreme  national  emer- 
gency such  as  an  atomic  attack.  To  dissipate  this  fund  would  not 
only  weaken  the  financial  stability  of  the  State  but  would  trifle 
with  the  life  of  every  man,  woman  and  child  in  our  State.  If  it  is 
ever  needed  in  time  of  national  disaster,  it  will  be  all  too  small. 

Capital  Outlay  and  Savings  Fund $31,785,612 

This  is  a  carry-over  of  funds  i-cserved  for  capital  outlay  needs. 
This  budget  will  require  every  dollar  of  this  amount  to  meet  abso-  ' 

lutely  urgent  hospital,  correctional  and  educational  building 
needs. 

Civil  Defense  Outlay $5,434,752 

This  represents  the  remainder  of  the  $12,000,000  set  aside  in 
1951  for  civil  defense  outlays  such  as  fire  fighting  equipment, 
rescue  equipment,  sirens  and  warning  systems,  and  medical  and 
first  aid  stockpiles.  It  is  likety  that  an  expanded  civil  defense 
program  would  require  the  entire  amount  as  originally  reserved 
and  this  balance  should,  therefore,  be  retained  at  least  until  we 
know  what  the  civil  defense  program  of  the  new  national  admin- 
istration wiU  be. 

School  Bond  Retirement  Fund $49,200,000 

The  voters  have  now  authorized  a  total  of  $435,000,000  in  state 
bonds  for  the  purpose  of  advancing  mouej'  to  school  districts  to 
build  school  buildings  in  districts  where  the  school  population  has 
so  far  outstripped  the  rise  in  assessed  value  of  taxable  property 
that  the  individual  districts  cannot  finance  the  buildings  without 
state  aid.  It  is  estimated  that  the  school  districts  will  be  able  to 
meet  approximately  two-thirds  of  the  debt  service  on  these  bonds, 
that  the  remainder  will  be  a  net  obligation  of  the  State.  As  a  partial 
funding  of  this  state  obligation,  $50,000,000  was  placed  in  this 
retirement  fund.  Actually  if  the  State  were  completely  to  fund 
its  full  share  of  this  obligation  approximatelj^  $90,000,000  addi- 
tional should  be  placed  in  this  bond  retirement  fund.  As  long  as 
the  State  is  obligated  to  repay  a  portion  of  these  bonds,  this  money 
cannot  be  considered  a  surplus  and  it  seems  onty  reasonable  that 
if  inflation  has  been  largely  responsible  for  this  obligation,  reve- 
nues obtained  during  inflationary  times  should  be  used  to 
amortize  the  obligation.  Here  again  is  a  fund  which  could  be  drawn 
upon  to  meet  the  current  revenue  deficiency,  but  to  do  so  would 
mean  only  adding  to  future  deficits. 

In  addition  to  the  $50,000,000  set  aside  in  this  fund  $20,000,000 
was  appropriated  this  year  from  the  General  Fund  for  school 
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building  construction  to  be  advanced  to  the  school  districts  in 
the  same  manner  as  the  bond  funds,  with  the  same  repayment 
requirements  by  the  districts.  The  $185,000,000  bond  issue  ap- 
proved by  the  voters  last  November  includes  authorization  for 
$20,000,000  in  bonds  to  repay  the  General  Fund  if  the  repayment 
is  necessary  to  maintain  the  General  Fund  with  a  surplus  of 
at  least  $5,000,000  at  June  30,  1953.  Since  the  repayment  to  the 
General  Fund  will  not  be  recjuired,  under  present  law  this  $20,- 
000,000  in  bonds  will  not  need  to  be  sold.  A  change  in  law,  how- 
ever, could  make  this  amount  available.  >Such  a  change  would  have 
the  result  of  increasing  the  State 's  long-term  debt. 

Central  Valley  Acquisition $9,593,919 

This  is  what  will  remain  of  the  $10,000,000  appropriation  made 
in  the  1952  Budget  for  plans  and  "down  payment"  for  the  pro- 
posed acquisition  of  the  Central  Valley  Project  from  the  Federal 
Government.  It  is  probably  unnecessary  to  reserve  the  entire 
$9,594,000  since  any  jDurchase  arrangement  would  call  for  pay- 
ment out  of  revenue  bond  proceeds.  The  above  balance  could  be 
used  for  related  water  project  plans  such  as  the  Feather  River 
Project. 

As  indicated  earlier,  General  Fund  expenditures  for  the  1953-54 
Fiscal  Year  will  exceed  the  revenues  of  the  year  by  more  than 
$91,000,000.  (The  deficiency  would  be  greater  by  $31,800,000  were 
it  not  for  the  unappropriated  balance  of  that  sum  in  the  Caj)ital 
Outlay  and  Savings  Fund  which  will  be  used  to  supplement  cur- 
rent funds  for  this  budget's  j)roposed  capital  outlay  expendi- 
tures.) Against  this  deficiency  we  can  apply  a  carry-over  surplus 
of  $66,200,000,  giving  us  a  net  deficit  of  $25,200,000.  We  could 
draw  upon  one  or  more  of  the  above  reserve  funds  to  meet  this 
deficit.  That  would  be  the  easy  way  so  far  as  the  immediate  year 
is  concerned,  but  there  would  be  another  day  of  reckoning  in  1954. 
In  that  year  our  revenue  deficiency  would  be  more  than  $111,- 
000,000 ;  the  surplus  would  be  gone  and  the  reserves  diminished. 

I  repeat,  the  above  forecast  is  an  optimistic  one.  If,  as  some 
economists  predict,  a  business  recession  occurs  after  the  peak  of 
defense  spending  in  late  1953  causing  our  revenues  to  decline,  we 
would  be  short  many  millions  more.  At  the  same  time,  decreases 
in  employment  opportunities  would  multiply  our  expenditure 
needs  for  social  welfare.  Then  there  would  be  the  inescapable 
necessity  of  drastic  tax  increases  at  a  time  when  the  State's  econ- 
omy could  stand  it  the  least. 

The  question  arises  as  to  whether  the  budget  can  be  balanced 
solely  by  reducing  expenditures.  I  believe  no  one  would  seriously 
contend  that  state  expenditures  can  be  reduced  90  to  120  millions 
of  dollars  per  year  without  seriously  crippling  the  services  State 
Grovernment  renders  to  our  people. 

More  than  65  percent  of  the  State's  expenditures  are  in  the 
form  of  fixed  charges  under  continuing  appropriations  and  for- 
mulas established  in  the  Constitution  and  permanent  laws.  They 
are  not  subject  to  ordinary  budget  control.  They  are  mostly  for 


schools  and  social  welfare.  The  people  have  time  and  time  again 
voted  to  increase  and  extend  these  costs  rather  than  reduce  them. 

Of  the  remaining  35  percent,  $58,600,000  represents  additional 
subventions  to  local  communities  and  $95,800,000  is  for  capital 
outlay,  particularly  for  hospitals,  colleges,  the  university,  youth 
facilities,  and  correctional  institutions.  The  remainder  of  $309,- 
400,000  is  for  state  expenditures  which  are  subject  to  budgetary 
control,  the  greater  part  of  which  are  in  the  fields  of  mental 
hygiene,  corrections,  higher  education  and  protection  of  natural 
resources.  The  expenditure  requirements  in  this  budget  have  been 
carefully  reviewed ;  the  reconmiended  amounts  are,  in  my  opinion, 
minimum  requirements  for  effective  performance  of  necessary 
services.  This  State  can  well  be  proud  of  its  record  of  efficient, 
honest  and  forward-looking  State  Government.  I  offer  my  full 
cooperation  and  the  assistance  of  the  personnel  of  our  state  de- 
partments in  your  consideration  of  this  budget  with  the  objec- 
tive of  further  economies  if  any  can  be  accomplished.  I  urge, 
however,  that  we  avoid  false  economies.  It  would  be  false  econ- 
omy, for  example,  to  cut  the  appropriations  for  the  Department 
of  Mental  Hygiene  in  such  amounts  that  it  could  not  proceed 
with  its  program  of  modern  medical  and  psychiatric  treatment 
which  restores  so  many  patients  to  useful  lives.  To  compel  it  to  go 
back  to  a  program  of  mere  custody  would,  in  the  long  run,  cost 
more  money  and  fail  miserably  to  meet  the  human  needs.  It  would 
not  be  sound  economy  to  cut  our  correctional  system  to  the  point 
where  the  gains  in  rehabilitating  youthful  and  adult  offenders 
would  be  lost.  It  is  not  good  economy  to  continue  with  an  under- 
staifed  Highway  Patrol;  a  moderate  increase  which  will  serve 
to  reduce  our  motor  vehicle  accident  rate  is  surely  good  dollars- 
and-cents  economy  as  well  as  economy  in  human  life  and  limb. 
It  would  be  wasteful  to  cut  the  Forestry  Division  below  amounts 
needed  to  maintain  its  splendid  record  of  low  fire  losses.  It  is 
not  sound  economy  to  withhold  funds  for  the  construction  of 
needed  hospitals,  college  classrooms,  and  other  buildings  where 
the  need  cannot  be  denied.  Postponement  only  adds  to  future 
budgets. 

The  budget  document  presents  a  complete  and  fair  picture  of 
our  financial  situation  and  full  information  on  the  requirements 
for  all  state  departments  and  functions.  Your  attention  is  invited 
to  the  major  expenditures  under  each  of  the  three  main  sections, 
State  Operations,  Capital  Outlay,  and  Local  Assistance. 

STATE  OPERATIONS 

As  compared  to  Local  Assistance  the  amounts  required  for  all 
of  the  operating  expenses  of  the  many  agencies  and  activities  of 
the  State  Government  account  for  the  smaller  part  of  the  total 
budget  and  a  much  smaller  part  of  the  total  increase  in  expendi- 
tures. Most  of  the  increase  which  is  recoimnended  is  for  putting 


into  operation  previously  authorized  and  newly  built  facilities 
for  educational,  hospital  and  correctional  use. 

The  ue^Y  Deuel  Vocational  Institution  at  Tracy  with  a  capacity 
for  1,200  inmates  will  be  first  occupied  in  July,  1953.  This,  in 
addition  to  general  improvements  in  parole,  feeding  and  medical 
care,  accounts  for  most  of  the  increase  for  the  Department  of 
Corrections.  Provision  is  made  in  the  Youth  Autliority  section 
of  the  department  for  starting  the  new  Reception  Center  for 
Northern  California  which  will  be  ready  in  March,  1951. 

In  the  Department  of  Education  the  new  School  for  Deaf  in 
Riverside  will  begin  its  first  year  of  operation.  There  will  be  sub- 
stantial increases  in  enrollment  at  the  new  state  colleges  at  Long 
Beach  and  Sacramento,  and  moderate  increases  in  the  other 
colleges. 

The  University  of  California  will  need  a  considerable  in- 
crease for  the  new  Medical  School  in  Los  Angeles  and  the  new 
colleges  of  letters  and  sciences  at  Riverside  and  Davis. 

The  Bepartment  of  Mental  Hygiene  requires  funds  to  operate 
the  new  hospital  for  mental  defectives  at  Porterville  for  the  full 
budget  year,  the  new  hospital  for  maximum  security  cases  at 
Atascadero  for  the  latter  part  of  the  year,  and  the  new  receiving 
and  treatment  units  at  Napa  and  Stockton  soon  to  be  completed. 
Provision  is  made  for  some  improvement  in  feeding,  occupa- 
tional therapies,  and  social  service  work. 

An  augmentation  of  180  officers  is  recommended  for  the  High- 
IV ay  Patrol  as  a  further  step  toward  meeting  the  full  need  for 
an  adequate  policing  of  highway  traffic.  A  still  larger  force  is 
badly  needed.  The  proposed  increase  is  limited  to  the  number 
which  can  be  recruited  and  trained  during  the  year.  This  agency 
is,  as  you  know,  supported  from  the  Motor  Vehicle  Fund. 

In  conformity  with  the  recommendation  of  the  Personnel 
Board  in  its  annual  report  there  is  included  a  provision  for  an 
increase  in  the  pay  of  state  employees  which  would  average  5 
percent  of  present  rates.  As  you  will  see  from  a  reading  of  the 
board's  report,  a  survey  of  pay  increases  granted  by  private 
industry  since  the  last  general  increase  would  justify  at  least 
half  that  amount  now  and  there  is  a  strong  likelihood  that  the 
full  5  percent  will  be  justified  by  the  beginning  of  the  budget 
year  under  our  long  standing  policy  of  maintaining  state  pay 
equal  to  that  in  private  employment  and  other  governmental 
units.  I  call  your  attention  to  the  fact  that  the  Personnel  Board 
has  been  conservative  in  granting  pay  increases  and  will  turn 
back  unspent  approximately  $1,977,716  of  the  amount  you  ap- 
propriated last  year. 

These  items  make  up  the  greater  part  of  the  increase  under 
State  Operations. 


CAPITAL  OUTLAY 

This  section  of  the  budget  deals  with  all  of  the  State's  capital 
outlay  needs,  including  highways.  The  amount  allocated  for  high- 
way construction  and  improvements  is  limited  in  this  document 
in  accordance  with  the  budget  provisions  of  the  Streets  and 
Highways  Code  to  estimates  of  the  receipts  which  existing  laws 
wiU  yield  for  this  purj)ose.  The  recent  studies  of  your  Joint 
Fact-Finding  Committee  on  Highways  have  shown  that  present 
highway  revenue  measures,  in  these  days  of  inflated  costs,  are 
far  short  of  meeting  deficiencies  in  our  highway  system.  The 
terrible  toll  of  injuries  and  deaths  caused  by  overcrowded  high- 
ways cannot  be  allowed  to  go  on.  The  highway  construction  prob- 
lem must  be  dealt  with  separately  and  I  shall  give  you  my  full 
cooperation  in  finding  a  sound  solution  without  further  delay. 

A  careful  review  has  been  made  of  the  construction  needs  for 
correctional,  educational,  and  hospital  uses.  Only  the  most  urgent 
projects  have  been  included.  At  present  day  costs,  however,  they 
require  a  large  sum  of  money  and  any  postponement  of  them 
would  neither  be  honest  budgeting  nor  sound  economy.  For  many 
years  during  the  prewar  depression  hardly  any  funds  were  ap- 
propriated for  the  then  growing  capital  outlay  needs.  During  the 
war  years,  no  construction  work  could  be  undertaken.  In  the  post- 
war period  we  have  devoted  our  eiforts  to  catching  up  with  these 
long  years  of  neglect.  Good  progress  has  been  made,  but  cost  in- 
creases have  almost  trebled  the  amounts  required  for  a  given 
project  as  compared  with  prewar  levels.  To  be  specific,  before 
World  War  II  we  could  have  constructed  the  buildings  herein 
recommended  for  approximately  $33,000,000  instead  of  the  $90,- 
000,000  we  must  pay  for  them  at  current  prices. 

We  must  build  to  meet  the  tremendously  growing  needs  of  our 
expanding  population.  Having  grown  by  almost  4,000,000  in  the 
last  10  years,  our  population  is  continuing  to  increase  by  approxi- 
mately 370,000  annually.  This  means  150,000  new  school  children, 
250,000  more  automobiles,  1,500  more  patients  in  our  state  hospi- 
tals and  homes,  1,000  more  inmates  in  correctional  institutions, 
and  so  on,  with  all  of  our  institutions  presently  overcrowded. 

The  largest  project  for  the  Department  of  Corrections  is  the 
completion  of  the  Medical  Facility  at  Vacaville  which  will  pro- 
yide  additional  capacity  there  and  permit  some  relief  of  over- 
crowding at  other  institutions. 

There  is  included  for  the  state  colleges  and  the  University  of 
California  the  most  urgently  needed  additional  classrooms  and 
service  facilities. 

Most  of  the  capital  outlay  budget  for  the  Department  of  Men- 
tal Hygiene  is  for  hospitals  for  mental  defectives.  The  largest 
single  item  is  for  a  start  on  the  new  institution  near  Costa  Mesa 
and  more  buildings  are  included  for  the  hospitals  at  Porterville, 
Pacific  Colony  and  Sonoma.  You  know,  I  am  sure,  of  the  thou- 
sands of  cases  of  mentally  deficient  children  on  waiting  lists 


which  the  Department  of  Mental  Hygiene  has  been  unable  to 
accept  because  of  the  lack  of  beds.  It  is  difficult  to  a^Dpraise  the 
hardshiiD  and  heartache  caused  to  thousands  of  homes  by  the  fail- 
ure to  take  these  cases,  and  the  tragedy  that  many  may  lose  their 
chances  for  useful  and  happy  lives  because  they  could  not  be 
given  early  care  and  treatment  under  advanced  medical  methods. 

I  am  happy  to  say  that  the  brand  new  hospital  for  mental  de- 
fectives at  Porterville  will  be  ready  to  take  its  first  patients  in 
May  of  this  year,  but  this  is  only  meeting  a  portion  of  the  short- 
age. The  completion  of  our  entire  i^rogram  for  mental  defectives 
will  permit  the  State  to  meet  its  responsibility  in  this  field  for  the 
first  time  in  its  history. 

The  total  of  the  recommended  appropriations  from  the  Capital 
Outlay  and  Savings  Fund  amounts  to  more  than  $83,700,000,  in- 
cluding minor  construction  items  and  an  allotment  of  $8,500,000 
to  meet  rises  in  cost  which  will  have  occurred  since  earlier  appro- 
priations were  made.  This  program  contemplates  appropriating 
the  entire  amount  of  the  carry-forward  balance  of  $31,800,000  in 
the  Capital  Outlay  and  Savings  Fund  and  a  transfer  of  $51,700,- 
000  from  the  General  Fund.  There  are  large  projects  of  capital 
outlay  yet  to  be  financed.  A  new  campus  for  the  Los  Angeles 
State  College  of  Applied  Arts  and  Sciences,  an  additional  prison 
and  an  additional  Youth  Authority  school  have  been  authorized 
and  heavy  outlays  will  be  required  to  begin  construction  on  these 
new  institutions  within  the  next  few  years. 

I  recommend  that  there  be  placed  in  the  Capital  Outlay  and 
Savings  Fund  as  a  partial  financing  of  these  outlays  the  State's 
share  of  the  impounded  oil  royalty  funds  amounting  to  approxi- 
mately $35,000,000  which  would  otherwise  be  paid  into  the  Gen- 
eral Fund,  if  and  when  title  to  these  funds  is  recovered  by  the 
State. 

The  proposed  program  still  leaves  untouched  the  very  serious 
shortage  of  office  space  at  the  State  Capital  and  in  the  principal 
cities  where  branch  offices  are  maintained.  The  present  over- 
crowded condition  of  many  departments  is  a  handicap  to  efficient 
operation,  and  it  is  poor  business  to  be  spending  the  millions  now 
required  for  rented  quarters.  1  trust  that  a  means  of  financing  at 
least  a  major  part  of  the  required  office  building  needs  can  be 
developed  at  this  session. 

LOCAL  ASSISTANCE 

Excluding  capital  outlay  items,  two-thirds  of  the  State's 
normal,  day-to-day  expenditure  program  for  1953-54  is  repre- 
sented in  the  $744,069,000  earmarked  for  assistance  to  local  gov- 
ernments. The  outstanding  feature  of  these  payments  is  their 
fixed  nature.  More  than  9  out  of  each  $10  in  local  assistance  is 
fixed  by  provisions  of  the  Constitution  or  statutes;  less  than 
$1  is  subject  to  control  in  preparation  of  the  budget.  These 
fixed,  continuing  appropriations,  which  for  the  most  part  are 
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computed  by  specified  formulas,  will  increase  $100,647,000  during 
the  budget  year  as  compared  with  1952-53.  This  change  is  par- 
tially offset  by  a  decline  in  controllable  costs  resulting  chiefly 
from  the  nonrecurrence  of  the  $20,000,000  appropriation  for 
building  loans  to  distressed  school  districts.  Consequently,  the  net 
increase  in  appropriation  requirements  for  local  assistance  is 
$88,009,000. 

Three  basic  factors  account  for  this  multimillion-dollar  in- 
crease: (1)  the  recent  constitutional  amendment  which  raised  by 
nearly  one-fourth  the  State's  contribution  for  each  pupil  in  the 
Public  School  System,  (2)  the  rapid  growth  in  school  popula- 
tion, and  (3)  a  continued  rise  in  receipts  from  motor  vehicle 
taxes  which  are  shared  with  city  and  county  governments.  Appro- 
priations for  local  school  purposes  during  1953-54  are  estimated 
at  $406,958,000,  an  increase  of  $75,150,000  from  the  current  year. 
Shared  revenues  from  liquor  licenses,  motor  vehicle  fees  and  fuel 
taxes  going  to  cities  and  counties  will  total  nearly  $163,900,000, 
a  gain  of  $10,850,000. 

It  is  encouraging  to  report  a  decided  leveling  off  in  costs  in 
the  programs  for  aid  to  the  aged,  the  blind,  and  to  needy  children. 
There  will  be  a  reduction  of  more  than  $750,000  in  state  costs  of 
aid  to  needy  children  and  only  relatively  small  increases  in  the 
amounts  for  aged  and  blind.  The  greater  opportunity  in  today's 
labor  market  for  employment,  improvement  in  admininstration, 
and  heavier  payments  under  the  recent  amendments  to  the  Fed- 
eral Social  Security  Act  are  the  reasons  for  this  improved  sit- 
uation. 

This  State  has  so  far  failed  to  avail  itself  fully  of  the  advan- 
tages of  the  Federal  Social  Security  Act  amendments  in  delaying 
its  participation  in  the  program  for  aid  to  the  needy  perma- 
nently disabled.  I  again  recommend  that  we  amend  our  welfare 
laws  so  as  to  bring  the  totally  and  permanently  disabled  under 
a  program  similar  to  that  for  the  aged.  Certainly  no  group  of 
needy  persons  merits  consideration  more  than  those  with  com- 
plete and  permanent  disabilities.  They  are  less  able  to  care  for 
themselves  than  most  others  whose  needs  have  been  recognized 
for  years.  Most  of  them  now  receive  some  assistance  through 
county  general  relief,  but  their  needs  could  be  much  more  ade- 
quately met  through  this  program  of  joint  federal,  state  and 
local  aid. 

You  will  remember  I  recommended  the  establishment  of  such 
a  program  in  1951  soon  after  this  category  was  included  by  Con- 
gress in  the  Federal  Social  Security  Act.  In  the  meantime  38 
states  and  territories  have  adopted  programs  and  we  have  had  an 
opportunity  to  study  the  experience  of  such  states  as  New  York, 
Pennsylvania,  Ohio,  Massachusetts,  Illinois  and  New  Jersey. 
Experience  in  these  states  has  demonstrated  that  the  cost  esti- 
mates which  I  presented  to  you  at  the  last  regular  session  were 
substantially  accurate  in  contrast  to  the  extravagant  estimates 


given  you  by  the  opponents.  The  adoption  of  this  addition  to  our 
social  welfare  program  will  make  available  to  us  about  5J  million 
dollars  in  federal  grants  in  the  budget  year,  and  will  permit  the 
counties  to  make  a  saving  of  one  and  one-half  million  per  year 
in  their  present  outlays  for  general  relief.  I  have  accordingly 
included  in  the  figures  presented  to  you  in  this  message  on  the 
General  Fund  finances  an  estimate  of  $5,500,000  as  the  cost  of 
this  program  for  the  initial  year,  1953-54,  and  $14,700,000  for 
the  full  Fiscal  Year,  1954-55,  when  it  would  be  on  a  going  basis. 
While  technically  this  is  a  new  state  expenditure  program,  the 
State's  obligation  to  this  very  needy  and  deserving  group  of  its 
citizens  is  not  new,  and  California  has  already  delayed  too  long 
in  meeting  this  obligation,  particularly  since  the  Federal  Govern- 
ment has  made  funds  available  to  share  the  costs  and  has  recently 
given  substantial  relief  to  this  State  through  its  heavier  sharing 
of  aid  to  the  aged,  by  its  increased  grants  for  old  age  and  sur- 
vivors insurance. 

A  BALANCED  BUDGET 

Because  of  the  factors  mentioned,  I  have  regretfully  concluded 
after  a  thorough  review  of  needs,  that  we  cannot  reach  a  sound 
solution  of  the  financial  problem  confronting  us,  in  any  large 
measure,  by  reducing  appropriations.  I  know  that  the  people  of 
the  State  would  not  agree  to  a  reduction  of  state  responsibilities 
and  services  in  any  such  magnitude.  The  easy  way,  then,  would 
be  for  me  to  submit  to  the  temptation  of  piecing  out  our  revenues 
by  using  some  of  the  reserve  funds  to  balance  the  budget  this 
year,  leaving  the  future  to  take  care  of  itself.  I  dislike  increasing 
the  tax  load  on  the  people  of  California  as  much  as  anyone.  Dur- 
ing the  10  years  I  have  been  Governor  we  have  had  general  tax 
reductions  rather  than  increases.  This  would  not  be  an  honest 
budget,  however,  if  I  did  not  lay  the  full  problem  before  the 
Legislature  and  the  public  and  point  out  the  consequences  of 
adopting  a  policy  of  expediency  and  temporizing  at  this  time. 
Some  will  say  that  we  have  overestimated  the  financial  problems 
of  the  future,  that  we  underestimated  revenues  in  the  past,  that 
future  receipts  will  again  exceed  our  forecasts,  and  that  we 
should  not  cross  the  bridge  of  a  big  deficit  until  we  come  to  it. 
It  would  be  poor  counsel,  in  my  judgment,  either  to  overestimate 
future  income  or  underestimate  future  governmental  expense. 
This  would  be  gambling  too  heavily  with  the  State's  future  and 
would  be  putting  all  our  eggs  in  the  basket  of  inflation.  If  we 
cannot  finance  ourselves  on  a  pay-as-you-go  basis  without  using 
up  essential  reserves  while  we  are  at  the  peak  of  prosperity  and 
employment,  when  can  we  do  if?  We  have  not  gambled  in  esti- 
mating revenues  and  I  make  no  apology  for  that.  If  we  had  gam- 
bled, we  would  be  in  real  trouble  this  year.  Certainly,  duty  should 
impel  us  always  to  be  conservative  in  fixing  our  spending  limits. 
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Should  we  ever  fail  in  that  regard,  our  State  will  be  in  great 
jeopardy. 

The  state  spending  program  which  we  jointly  developed  could, 
in  all  probability,  have  been  maintained  and  financed  within  our 
existing  tax  laws,  but  the  heavy  increase  in  state  school  support 
adopted  by  the  voters  in  passing  Initiative  Measure  No.  2  will 
add  more  than  the  State 's  present  tax  system  can  carry.  I  do  not 
quarrel  with  the  voters  in  their  decision  to  increase  school  financ- 
ing, because  I  share  their  desire  for  a  good  school  system.  I 
merely  say  that  it  will  be  necessary  to  raise  revenues  to  pay  for 
it.  Accordingly,  if  the  Legislature  determines,  as  I  believe  it 
should,  to  continue  State  Government  on  a  pay-as-you-go  basis 
it  will  be  necessary  to  have  more  revenue  and,  in  my  opinion,  the 
least  objectionable  revenue  measures  it  could  adopt  to  accomplish 
that  result  would  be  a  new  cigarette  tax  and  increased  levies  on 
liquor  and  horse  racing.  Most  states  have  had  cigarette  taxes  for 
a  good  many  years.  California  is  one  of  the  seven  which  so  far 
has  not  used  this  form  of  tax.  California's  tax  rate  on  distilled 
spirits  is  one  of  the  lowest  in  the  Nation  at  the  present  rate  of 
80  cents  a  gallon.  The  national  average  of  such  state  taxes  is 
$1.60  a  gallon.  I  have,  for  some  time,  felt  that  an  adjustment 
should  be  made  in  the  license  tax  on  pari-mutuel  betting  on  horse 
racing  to  place  a  heavier  levy  on  tlie  highest  brackets  of  wager- 
ing receipts  which  bring  the  largest  track  operators  excess 
profits  beyond  reasonable  returns. 

Following  are  the  calculations  of  yields  which  can  be  derived 
from  such  measures: 

Estimated  yields 


Full  year 
1953-54  1954-55 


Cigarette  tax 
At  rate  of  2  cents  per  package $26,500,000        $30,200,000 

Liquor  excise  tax 

Increase  tax  on  distilled  spirits  from  80  cents  per 

gallon  to  $1.50  per  gallon 12,500,000  13,600,000 

Additional  2  cents  per  gallon  on  beer 3,600,000  4,000,000 

Additional  license  fees  on  horse  racing 
Excess  profits 1,000,000  2,000,000 

A  combination  of  these  levies  can  be  enacted  at  this  session  in 
such  way  as  to  produce  sufficient  revenues  to  meet  the  deficiency 
for  1953-54  with  a  margin  of  safety  and  to  make  a  substantial 
start  in  meeting  the  much  greater  deficiency  in  the  year  to 
follow. 

In  conchision  and  by  way  of  summary,  I  repeat  what  has  been 
stated  in  other  parts  of  this  message.  First,  that  the  current 
budget  will  be  in  balance  at  the  end  of  the  present  fiscal  year. 
We  will  have,  in  addition,  a  surplus  of  $66,000,000,  but  due 
largely  to  the  passage  of  Proposition  2,  at  a  cost  of  $67,000,000, 


this  proposed  budget  will  be  out  of  balance  next  year  unless  we 
obtain  additional  revenue.  Second,  it  would  be  possible  to  supply 
this  deficit  by  raiding  one  or  more  of  our  funds  reserved  for 
vital  purposes.  This  would  appear  to  be  the  easiest  method,  but  it 
would,  in  my  opinion,  be  unwise  from  at  least  two  viewpoints: 
(1)  the  practice  thus  established  would  be  used  as  a  precedent 
for  continued  raiding  imtil  these  necessary  reserves  would  be 
exhausted,  and  (2)  because  it  would  eventiially  leave  our  State 
on  the  ragged  edge  of  insolvency.  I  recommend  against  such 
action.  The  only  other  way  of  providing  fimds  after  we  have 
reduced  spending  to  a  minimiun,  as  we  have  done  in  this  budget, 
is  by  increasing  taxes  in  some  form.  I  disKke  raising  the  tax  load 
of  the  people.  I  have  never  done  it.  We  have  always  lived  within 
our  means  and  have  reduced  taxes  whenever  possible,  but  if  we 
must  increase  taxes,  I  believe  the  best  way  to  do  it  is  by  imposing 
levies  on  liquor,  cigarettes,  and  horse  racing  comparable  to  the 
average  state  levies  throughout  the  Nation.  This  can  be  accom- 
plished by  the  schedule  above  set  out,  and  I  so  recommend  to  you. 
While  I  present  these  measures  as  the  least  objectionable 
means  of  raising  the  necessary  funds,  I  realize  that  it  is  the 
prerogative  of  the  Legislature  to  determine  the  tax  structure  of 
our  State  and  I  will  welcome  any  alternative  plan  which  would 
maintain  an  ecjuitable  revenue  system  and  keep  the  State  Grov- 
ernment  in  a  sound  financial  condition. 

Respectfully  siibmittecl, 


Governor 
January  12,  1953 


Letter  of  Transmittal 

HoNOEABLE  Eael  Wareen,  Govemor  of  California 
State  Capitol,  Sacramento,  California 

Dear  GtOVEEXOE  Waeeen  :  Transmitted  herewith  are  the  sum- 
mary tables  and  detailed  statements  for  the  Budget  of  the  State 
of  California  for  the  Fiscal  Year  July  1,  1953,  to  June  30,  1954, 
compiled  in  accordance  with  your  policies  and  instructions. 

The  revenue  estimates  presented  in  this  budget  are  based  on 
the  assumption  that  there  will  be  no  material  increase  in  war 
activities  and  the  defense  program  will  be  continued  as  now 
planned.  The  amounts  sho^vn  have  been  determined  after  a 
careful  appraisal  of  trends  and  after  consultation  with  national 
and  state  economists.  They  have  been  reviewed  with  the  staffs 
of  the  State  Controller  and  the  administrators  of  the  principal 
tax  laws,  who  are  in  substantial  agreement. 

Again  we  have  had  excellent  cooperation  from  department 
heads  and  staff  members  in  determining  expenditure  require- 
ments. 


Respectfully  yours, 


/^.v^  ,,^5<^:cz^ 


//  Director  of  Finance 

January  12, 1953 
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Schedule   1 
GENERAL   BUDGET  SUMMARY 


Reference 
schedule 
number 


Actual 
1951-52 


Estimated 
1952-53 


Estimated 
1953-54 


GENERAL  FUND 


ACCUMULATED  SURPLUS,  BEGINNING  OF  YEAH 

Prior  Year  Surplus  Adjustments 

Reserve  for  unexpended  balance  of  the  appropriation  for  acquisition  of  the  Central 
Valley  Project 


ADJUSTED  SURPLUS. 


INCOME: 
Revenues: 

Alcohol  beverage  taxes  and  licenses.. 
Bank  and  corporation  income  taxes.. 

Inheritance  and  gift  taxes 

Insurance  taxes 

Personal  income  taxes 

Retail  sales  taxes 

All  other  revenues 


Total  Revenues 

Transfers  from  other  funds. 


TOTAL  INCOME. 


OUTGO: 

Direct  Expendituhes: 

State  operations 

Capital  outlay 

Local  Assistance 


Total  Direct  Expenditures 

Transfers  for  expenditure  from  other  funds. 


TOTAL  OUTGO 

Deficienct    ( — )    OR   Excess    (-f-)    of    Current   Revenues.. 
ACCUMULATED    SURPLUS,    (—DEFICIT)    END    OF    YEAR. 

RESERVE  FUNDS 
ACCUMULATED  SURPLUSES,  BEGINNING  OF  YEAR 


INCOME: 

Revenues:  Interest  on  investments. 
Transfers  from  General  Fund 


Total  Available  Funds. 


OUTGO: 

Expenditures: 
State  operations. 

Capital  Outlay 

Local  Assistance- 


Total  Expenditures 

Transfers  to  General  Fund. 


TOTAL  OUTGO 

ACCUMULATED  SURPLUSES,  END  OF  YEAR. 


2 
2 
2 
2 
2 
2 
2 

2-5 
5 


3 
3 
3 

3-5 
5 


$120,845,893 
-1-1,269,474 


$122,115,367 


818,159,608 
120,126,645 
29,164,503 
25,731.960 
90,914,286 
417,692,523 
32,236,200 


$734,025,725 
137,068 


$734,162,793 


$206,387,819 

3,272,619 

425,806,453 


$635,466,891 
50,830,849 


$686,297,740 


-|-$47,865,053 


$169,980,420 


$186,576,712 


$2,270,415 
49,258,938 


$238,106,065 


$1,512,692 

.53,239,120 

5,269,312 


$60,021,124 
137,068 


$60,158,192 


$169,980,420 


-9,593,919 


•$160,386,501 


$19,240,000 

118,300,000 

24,500,000 

29,769,669 

100,100,000 

451,800,000 

32,594,969 


$776,304,538 
50,926 


$776,355,464 


$238,154,756 

3,239,285 

491,133,366 


$732,527,407 
137,985,204 


$870,512,611 


-$94,167,147 


$66,229,354 


$177,947,873 


$2,276,162 
135,174,191 


$315,397,226 


$985,163 

116,146,001 

4,142,400 


$121,273,564 


$121,273,564 


$177,947,873 


$194,123,662 


$76,823,273 


-9,593,919 


$66,229,354 


$19,526,000 

118,500,000 

26,500,000 

33,800,000 

104,100,000 

465,400,000 

34,077,526 


$801,902,526 


$801,902,526 


$267,635,773 

1,914,181 

t'564,912,834 


$834,462,788 
63,390,611 


''$887,853,299 


-$85,950,773 


'■—$19,721,419 


$194,123,662 


$2,068,176 
51,715,511 


$247,907,349 


$938,512 

87,226,697 

8,687,700 


$96,852,909 


$96,852,909 


$151,054,440 


a  If  the  extraordinary  withdrawals  for  School  Bond  Retirement  Fund,  $50,000,000  ;  School  Building  Loan  Fund,  $20,000,000 ;  and 
civil  defense  capital  outlay,  $5,434,752 ;  totaling  $75,434,752,  be  considered  to  have  been  withdrawn  from  the  surplus  accumulated  in 
prior  years,  the  beginning  Adjusted  Surplus  at  July  1,  1952  is  $84,951,749. 

b  In  addition.  Aid  to  the  Needy  Permanently  Disabled  will  require  $5,500,000  for  1953-54.  This  amount  has  not  been  included  in  these 
totals  under  the  long  standing  practice  of  not  including  in  the  budget  schedules  expenditures  which  have  not  yet  been  authorized  by 
basic  laws.  If  this  program  is  authorized.  Local  Assistance  would  be  $570,412,834,  total  General  Fund  outgo  would  be  $893,353,209, 
and  the  accumulated  deficit  would  be  $25,221,329,  recommended  to  be  met  by  increased  revenues. 
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Schedule   1 
GENERAL   BUDGET   SUMMARY 


Reference 
schedule 
number 

Actual 
1951-52 

Estimated 
19.52-53 

Estimated 
1953-54 

SPECUL  FUNDS 

■ 

ACCUMULATED  SURPLUSES,  BEGINNING  OF  YEAR _ 

•3150,029,620 

7,827,214 

16,413,374 

298.458,537 

27,348,471 

$129,065,632 

8,550,000 

16,615,964 

317,840,250 

27,841,126 

3112,410,192 

INCOME: 
Eeven-des: 
Alcoholic  beverage  licenses _  _  _  - 

2 
2 
2 
2 

2 
5 

8,200,000 

17,968,600 

Motor  vehicle  revenues _       -   __ 

337,713.625 

AU  other  revenues                                          -           _           - 

27,894.096 

Total  Revenues ..     _   _ 

3350,047,596 
1,-571,911 

3370,847,340 
2.811,013 

3391,776,321 

1,675,000 

Total  Available-                                         __         _  -       . 

3501,649,127 

386,582,528 
124,476,903 
161,524,064 

3502,723,985 

392,430,913 
137,047,115 
160,784,839 

3505,861,513 

OUTGO: 

Expenditures: 

3 
3 
3 

3 

5 

399,310,052 

Capital  Outlay 

125,757,246 

170,468,810 

Total  Expenditures 

3372,583,495 

3390,262,867 
50,926 

3395,536,108 

Total  Outgo                                                                     -  - 

3372,583,495 

3390,313,793 

3395,536,108 

ACCUMULATED  SURPLUSES,  END  OF  YEAR     

3129,065,632 

•3458,721,699 
1,086,343,736 

3112,410,192 

3467,400,006 
1,149,427,040 

3110,325,405 

CONSOLIDATED  TOTALS,  ALL  FUNDS 
ACCUMULATED  SURPLUSES,  BEGINNING  OF  YEAR 

5 
2 

3372,763,208 

1,195,747,023 

Total  Available  Funds 

31,545,065,435 
1,068,071,510 

31,616,827,046 
1,244,063,838 

31,568,510.231 

3-5 

5 

1,326,851,805 

ACCUMULATED  SURPLUSES,  END  OF  YEAR 

3476,993,925 

3372,763,208 

3241,658,426 

a  After  adjustment  due  in  part  to  change  in  method  of  reporting  revenues  and  expenditures. 
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Schedule   1-A 

RECONCILIATION   OF   GENERAL   FUND  ACCUMULATED   SURPLUS   AS   OF  JUNE  30,   1953 
AS   ESTIMATED   IN   THE    1932-53   BUDGET  WITH   THE   AMOUNT   ESTIMATED 

IN   THE    1953-54   BUDGET 

ACCUMULATED  SURPLUS,  JUNE  30,  1953,  as  estimated  in  tlae  1962-63 

Budget _ _._ 569,854,841 

Effect  of  Legislative  Action  on  the  Budget  Bill  and  Special  Appropriation 

Measures  Enacted: 

Provided  funds  for  acquisition  of  the  Central  Valley  Project — 310,000,000 

Increased  amount  available  for  salary  increases — 1,633,735 

Additional  amount  made  available  for  school  apportionments — 11,000,000 

Provided  for  transfer  to  School  Bond  Retirement  Fund  the  amount  to  be 

loaned  to  the  Veterans  Farm  and  Home  Building  Fund — 50,000,000 

Decreased  amount  of  transfer  to  the  Capital  Outlay  and  Savings  Fund +7,834,456 

Other  net  changes. - +77,226              —64,722,053 


ACCUMULATED  SXJRPLUS,  as  reported  on  April  18,  1962. 85,132,788 

Effect  of  Revised  Estimate  of  Revenues  and  Special  Appropriation  Measures 
Enacted  at  the  1952  2nd  Extraordinary  Session: 

Increase  in  estimated  revenues  for  1951-52: 

1952  Budget  estimate $712,382,021 

Revised  estimate 732,298,541  +19,916,520 

Special  Appropriations : 

Savings  in  Social  Welfare  Aid  payments +4,531,200 

State  operations — 107,711 

Earthquake  damage  repair — 3,000,000 

School  building  construction — 20,000,000 


ACCUMULATED  SURPLUS,  after  action  at  the  1952  2nd  Extraordmary 

Session 36,472,797 

Effect  of  Revised  Estimates  of  Revenues  and  Expenditures  as  Presented  in 
the  1963-64  Budget: 
Increase  in  estimated  revenues  for  1951-52  and  1952-53: 

1951-52  Actual  Revenues 3734,025,725 

Previous  estimate 732,298,541  +1,727,184 


1952-53  Revenues  per  1953  Budget 776,304,538 

1952-53  Revenues  per  1952  Budget 743,294,513  +33,010,025 

Revised  expenditures  for  1951-52  and  1952-53: 

Savings  in  State  operations  for  1951-52 +5,186,881 

Savings  in  State  operations  for  1952-53. +3,758,232 

Savings  in  Salary  Increase  fund  for  1951-52 +1,891,384 

Savings  in  Salary  Increase  fund  for  1952-53 +1,977,716 

Changes  in  capital  outlay  prograni — 187,723 

Savings  in  local  assistance  for  1951-52 +3,655,906 

Savings  in  local  assistance  for  1952-53 +7,467,478 

Prior  year  surplus  as justment +1, 269, 474 


ACCUMULATED  SURPLUS,  JUNE  30,  1963,  as  estimated  in  the  1963-64 

Budget.. -  366,229,354 
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BUDGET     DOLLARS 

1953-  1954    FISCAL   YEAR 


REVENUE    DOLLAR 


SALES  TAX 
38.9<|: 


ALL  OTH 
6.7  (f 


INHERITANCE  a  GIFT   TAXES 
2.2  (f 


TOR    VEHICLE 
AXES  a  FEES 
28.5  If 


BANK  a  CORPORATION 
FRANCHISE   TAX 
9.9  ♦ 

RSONAL    INCOME  TAX 
8.7  "t 


LIQUOR   TAXES   8   FEES 
2  3  $ 


INSURANCE    TAX 
2.8  <f 


EXPENDITURE    DOLLAR 


EDUCATION 
39.7(t 


FISCAL  AFFAIR 
2.44 

CONSERVATI 
NATURAL  RESOURCES 
5.1  t 


HIGHWAYS    a 
CLE  REGULATION 
20.0  i 


SOCIAL  WELFARE 

a    HEALTH 

13.7$ 


ENTAL   HYGIENE 
a  CORRECTIONS 
9.7  ♦ 


ALL   OTHER 
9.4  4 
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Budget  Revenue  Estimates 


For  the  third  successive  year,  it  is  necessary  to  emphasize 
the  uncertainties  introduced  into  any  revenue  forecast  by 
international  conflict  and  political  unrest  in  many  parts  of 
the  world.  Contingencies,  ranging  from  the  possibility  of 
peace  to  the  chance  of  intensified  and  spreading  war,  could 
set  in  motion  forces  having  a  tremendous  effect  upon  the 
nation's  economy,  and  in  turn,  upon  State  revenue  receipts. 
New  policies  are  being  formulated  to  govern  this  country's 
foreign  affairs  and  its  prosecution  of  the  Korean  war.  The 
direction  these  will  take,  the  degree  of  success  to  be 
achieved,  and  the  counter-moves  by  communist  powers  can- 
not be  known  at  this  time.  The  revenue  estimates  for  the 
next  eighteen  months,  presented  in  this  budget,  rest  upon 
the  two  basic  assumptions:  (1)  the  Korean  war  will  not  be 
materially  intensified  nor  spread  to  new  areas,  and  (2)  the 
national  defense  program  will  not  be  diminished  by  an 
uneasy  peace. 

State  tax  collections  have  clearly  reflected  the  price 
inflation  and  business  volume  generated  by  the  national 
defense  program.  With  the  prospect  of  a  further  mod- 
erate rise  in  expenditures  for  national  security  and 
with  a  continued  high  level  of  civilian  activity,  State 
revenues  are  expected  to  reach  a  new  record  total  of 
$1,195,747,023  during  the  1953-54  Fiscal  Year,  an  in- 
crease of  $46,319,983  over  the  current  period  and  $109,- 
403,287  above  actual  receipts  during  the  year  which 
closed  last  June  30th.  Of  this  total,  $801,902,526  will 
accrue  to  the  General  Fund,  while  $393,844,497  will 
be  deposited  in  the  various  special  funds.  Comparative 
data  showing  the  amounts  received  from  principal 
sources  during  1951-52,  together  with  estimates  for  the 
year  in  progress  and  the  budget  period,  are  shown  in 
the  following  table :  ■• 

COMPARISON  OF  STATE  REVENUES 
(Thousands  of  dollars) 


Actual 

Estimated 

Estimated 

General  Fund : 

1951-52 

1952-53 

1953-54 

Sales  and  Use  Taxes 

$417,693 

$451,800 

$465,400 

Franchise  Tax 

120,127 

118,300 

118,500 

Personal  Income  Tax 

90,914 

100,100 

104,100 

Insurance  Tax 

25,732 

29,770 

33,800 

Inheritance  and  Gift 

Taxes    

29,165 

24,500 

26,500 

Alcoholic  Beverage  Taxes 

18,160 

19,240 

19,525 

Other  Revenues 

32,236 

32,595 

34,078 

Total,    General   Fund 

$734,026 

$776,305 

$801,903 

Special  Funds  and  Reserves  : 

Motor  Vehicle  Fuel 

Taxes    

$162,076 

$173,045 

$182,550 

Motor  Vehicle  Fees 

136,382 

144,795 

155,164 

Other  Revenues 

53,859 

55,282 

56,131 

Total,    Special    Funds 

$352,318 

$373,123 

$393,844 

Grand  Totals,  Revenue___  $1,086,344      $1,149,427      $1,195,747 

Current  Year  Receipts 

The  revenue  forecasts  presented  a  year  ago  were  pred- 
icated upon  a  controlled  national  economy,  with  major 
emphasis  on  defense  production  and  a  moderate 
scarcity  of  civilian  durable  goods.  Developments  within 
the  last  year  have  changed  these  conditions  materially 
and  have  altered  the  present  revenue  outlook.  A  stretch- 
out of  the  national  security  program  has  allowed  a 
larger  volume  of  production  for  civilian  needs  than 

'  Amounts  in  the  following  tables  may  not  add  to  the  totals  shown, 
due  to  rounding. 


seemed  probable  a  year  ago.  As  a  result,  allocations  of 
raw  materials  have  been  liberalized  and  most  controls 
over  production  and  prices  have  been  discarded.  With 
the  exception  of  new  car  purchases,  consumer  expendi- 
tures for  durable  goods  in  California  during  1952  ex- 
ceeded the  record  volume  registered  during  the  previous 
year.  Aggregate  personal  income  increased  more  rapidly 
than  anticipated,  particularly  wage  and  salary  receipts. 
Profits  during  1951  were  somewhat  larger  than  indi- 
cated in  preliminar.y  reports  obtained  from  corpora- 
tions operating  in  this  State,  but  corporate  earnings 
in  1952  appear  to  have  been  at  the  level  forecast  a 
year  ago. 

Each  of  these  developments  has  contributed  to  the 
yield  from  principal  taxes.  Although  the  revised  esti- 
mates of  receipts  from  several  levies  fall  below  the 
projections  made  in  the  1952-53  Budget,  total  reve- 
nues during  the  current  year  are  now  estimated  at 
$1,149,427,040,  an  increase  of  $46,956,957,  or  4.3  per- 
cent, over  the  amount  shown  in  the  previous  budget. 
General  Fund  collections,  which  are  especially  sensi- 
tive to  changes  in  income  and  spending,  will  reach 
$776,304,538,  a  gain  of  4.4  percent  over  the  original 
estimate,  while  special  fund  receipts  of  $373,122,502 
will  exceed  the  original  estimate  by  3.9  percent.  A  com- 
parison of  the  original  and  revised  estimates  is  given 
below : 

ESTIMATED  REVENUE,   1952-53 


(Millions  of  dollars) 


Source  Original 

Sales  and  Use  Taxes $427.1 

Franchise  Tax 118.5 

Personal  Income  Tax 91.5 

Insurance  Tax 30.3 

Inheritance  and  Gift  Taxes  26.6 

Alcoholic   Beverage   Taxes  27.9 

Motor  Vehicle  Fuel  Taxes  168.0 

Other  Motor  Vehicle  Levies  142.7 

Other  Revenues 69.9 


Revised 

$451.8 

118.3 

100.1 

29.8 

24.5 

27.8 

173.0 

147.5 

76.7 


Percent 
Change  change 


Totals   $1,102.5     $1,149.4 


THE   1953  OUTLOOK 


$24.7 

—0.2 

8.6 

—0.5 

—2.1 

—0.1 

5.0 

4.8 

6.8 

$47.0 


5.8 

—0.2 

9.4 

—1.8 

—7.9 

—0.2 

3.0 

3.3 

9.7 

4.3 


Several  of  the  most  important  factors  contributing 
to  the  high  level  of  economic  activity  in  the  United 
States  during  the  past  year  will  continue  to  exercise 
a  vital  influence  in  1953.  Chief  among  these  is  the  in- 
creasing volume  of  defense  expenditures.  Investment 
in  commercial  and  industrial  facilities  will  be  large, 
although  possibly  under  the  total  for  1952,  while 
residential  construction  will  be  well  sustained.  With 
greater  income,  demand  for  consumer  goods  will  in- 
crease. Some  concern  has  been  expressed  regarding 
business  trends  in  the  latter  part  of  the  year,  but 
recently  there  has  been  a  tendency  among  business 
commentators  to  move  the  critical  period  into  1954. 
The  revenue  estimates  here  presented  assume  a  level- 
ing off  in  business  activity  in  the  early  months  of 
that  j^ear. 

Although  temporary  and  artificial  in  nature,  the  na- 
tional defense  program  is  scheduled  to  be  at  or  near 
the  maximum  effort  now  contemplated  and  will  provide 
the  basic  support  for  large  scale  economic  operations. 
According  to  the  Office  of  Defense  Mobilization,  ap- 
propriations for  military  procurement  and  construe- 
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tion  have  totalled  $129  billion  since  Korea.  Items 
worth  $41  billion  have  been  delivered  or  constructed, 
$58  billion  are  in  process  or  on  order,  and  contracts 
covering  the  $30  billion  balance  will  be  let  before  July, 
1953.^  Allowing  for  some  further  stretchout  of  the 
program,  expenditures  for  national  security  in  1953 
have  been  estimated  at  $56.5  billion.  While  estimates 
range  from  $50  to  $62  billion,  this  figure  represents  a 
concensus  of  opinion.  Economies  are  likely  to  be 
effected  in  certain  other  Federal  costs,  but  these  may 
be  offset  by  an  increase  in  parity  payments,  with  only 
a  minor  net  change  in  the  total  of  nondefense  expendi- 
tures.' Outlays  by  State  and  local  governments  are  ex- 
pected to  increase  as  these  agencies  continue  to  bite 
into  the  backlog  of  need  for  highways,  schools,  and 
other  facilities.  In  the  aggregate,  governmental  ex- 
penditures for  goods  and  services  during  1953  are 
estimated  at  $86.0  billion,  a  gain  of  $8  billion  over  the 
total  for  the  previous  year,  with  most  of  the  change, 
centered  in  defense  payments.  Of  the  several  factors 
affecting  the  short-term  outlook,  this  increase  seems 
to  be  the  most  certain  and  measurable. 

In  contrast  with  this  relative  degree  of  certainty, 
the  outlook  for  private  investment  in  industrial 
plants,  commercial  establishments,  equipment,  inven- 
tories, and  residential  property  during  1953  is  some- 
what uncertain.  A  decline  in  total  expenditures  for 
these  purposes  was  registered  last  year,  as  inventory 
accumulation  dropped  sharply  from  the  peak  reached 
in  1951.  However,  industrial  expansion  was  continued 
at  the  high  rate  which  has  characterized  most  of  the 
postwar  years  and  residential  building,  although  sub- 
stantially below  the  record  established  in  1950,  ex- 
ceeded expectations  by  a  wide  margin. 

Recent  surveys  of  the  building  outlook  for  1953 
indicate  an  increase  in  the  volume  of  private  construc- 
tion.^ While  these  reports  are  encouraging  and  there 
are  several  indications  that  operations  will  be  large, 
some  restraint  must  be  exercised  in  appraising  the 
probable  building  situation  during  the  new  year.  In- 
dustrial expansion  has  been  maintained  at  a  very  high 
volume  for  several  years,  with  an  increase  of  nearly 
50  per  cent  in  the  nation's  factory  capacity  since 
World  War  II.*  This  is  substantially  above  both  the 
rate  of  population  growth  and  the  rate  of  expansion 
normally  used  in  projecting  productive  capacity.  A 
reduction  in  expenditures  for  defense  plants  is  an- 
ticipated during  the  year  ^  and,  although  the  volume 
of  commercial  building  may  increase,  there  is  room 
for  considerable  doubt  that  gains  in  the  light  construc- 
tion field  will  completely  offset  the  decline  in  heavy 
building.  For  purposes  of  the  budget  revenue  esti- 
mates, it  has  been  assumed  that  private  investment  in 
physical  plant  and  other  facilities  will  decline  ap- 
proximately 10  percent  for  the  nation  as  a  whole. 
However,  the  exigencies  of  continued  population 
growth  should  result  in  a  smaller  decrease  so  far  as 
building  operations  in  California  are  concerned. 

Consumer  Expendifures 

A  number  of  important  elements  in  the  current 
outlook  combine  to  indicate  an  increase  in  personal 

2  Seventh  Quarterly  Report  to  the  President  tiy  the  Director  of 

Defense  Mobilization,  October  1,  1952,  page  1. 
'"Making  1953  Look  Good,"  Business  Week,  November  1,   1952. 

"Outlook  for  Nevf  Construction  in  1953,"  U.  S.  Department  of 

Commerce  and  Department  of  Labor,  November  29,  1952. 
'Survey  of  Current  Business,  April,  1952,  page  3. 
'  Seventh  Quarterly  Report  to  the  President  by  the  Director  of 

Defense  Mobilization,  pages  12-15. 


consumption  expenditures  during  1953.  Employment 
is  likely  to  be  sustained  at,  or  above,  the  1952  level 
by  the  larger  output  of  defense  materials.  There  has 
been  a  resurgence  of  demand  for  clothing  and  textile 
products.  Motor  vehicle  production  will  be  increased 
as  controls  are  relaxed  in  the  coming  months.  Dollar 
volume  of  spendable  income  will  be  greater  as  a  re- 
sult of  wage  increases  for  workers  in  several  important 
segments  of  the  economy.  Elimination  of  credit  con- 
trols should  contribute  moderately  to  the  volume  of 
business  transactions.  Although  consumer  credit  is 
currently  high  in  terms  of  aggregate  dollars,  it  is  not 
out  of  line  in  relation  to  total  personal  income.  Finally, 
ample  raw  materials  and  a  large  productive  capacity 
indicate  that  demand  rather  than  supply  will  be  the 
determining  factor  in  the  1953  markets.  Therefore, 
greater  attention  will  be  focused  upon  design,  styling, 
improvement  of  products,  and  more  aggressive  selling 
methods. 

Personal  consumption  expenditures  in  the  nation 
during  the  j'ear  are  estimated  to  total  $223.5  billion — 
an  increase  of  $7.5  billion  over  1952  and  approxi- 
matety  equal  to  the  gain  registered  between  1951  and 
1952.  This  increase  will  be  divided  almost  evenly 
among  the  three  major  classifications:  nondurables, 
services,  and  durable  goods,  with  the  prospect  of 
larger  unit  sales  of  automobiles  particularly  impor- 
tant in  the  last  class. 

Except  for  the  expected  termination  of  the  excess 
profits  tax  on  June  30,  no  changes  are  anticipated  in 
Federal  tax  levies  during  1953.  It  is  assumed  that  the 
large  volume  of  defense  expenditures  will  prevent  an 
adjustment  in  other  levies  before  the  expiration  of 
the  present  temporary  rates  on  December  31,  1953, 
and  March  31,  1954. 

Fiscal  transactions  of  the  Federal  Government  may 
result  in  a  moderate  cash  deficit,  but  this  is  not  likely 
to  be  an  influential  factor  in  the  price  situation.  Ade- 
quate productive  capacity  and  increased  efficiency 
resulting  from  the  large  outlays  for  plant  moderniza- 
tion in  recent  years  are  expected  to  dampen  any 
inflationary  trend.  Food  indexes,  both  wholesale  and 
retail,  are  expected  to  decline  slightly,  but  indications 
point  to  relative  stability  in  other  prices.  No  change 
is  anticipated  in  the  wholesale  price  index,  while  the 
consumers'  price  index  should  show  a  fractional  rise, 
due  chiefly  to  upward  adjustments  in  rents  and  the 
cost  of  utility  services. 

Under  these  conditions,  the  gross  value  of  goods  and 
services  produced  by  the  nation's  economy  is  expected 
to  reach  $355  billion — an  increase  of  $10  billion  over 
the  previous  year,  or  approximately  two-thirds  of  the 
advance  scored  in  1952.  Personal  income  is  estimated 
at  $274  billion,  compared  to  $268  billion  in  1952,  with 
a  major  part  of  the  change  attributable  to  larger 
salary  and  wage  payments.  Corporate  profits  and  pro- 
prietors' income  are  expected  to  remain  substantially 
the  same  as  in  1952  under  the  impact  of  a  more  com- 
petitive market.  Dividend  payments  should  increase 
somewhat  as  the  tax  on  excess  profits  is  eliminated 
and  a  larger  share  of  earnings  is  distributed  to  stock- 
holders. Interest  and  rental  income  may  increase,  but 
the  changes  are  not  likely  to  be  significant  in  the  income 
total. 

It  is  believed  that  economic  activity  in  California 
will  be  better  than  in  the  nation  and  the  proportionate 
gains  scored  in  recent  years  will  be  extended.  In  1947, 
the  people  of  this  State  accounted  for  8.66  percent  of 
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the  income  paj-ments  in  the  country  as  a  whole.  By 
1951,  this  ratio  had  advanced  to  8.77  percent,  and  pre- 
liniiiiarv  estimates  for  1952  indicate  a  fiirtlier  gain — 
at  least  9.14  percent  of  the  total.  Projections  for  1953 
show  a  total  income  volume  of  $24.4  billion  for  Cali- 
fornia residents,  representing  another  advance  in  the 
relative  position  of  this  State  in  the  national  economy. 

Population  Growth 

Population  growth  during  the  budget  period  is  ex- 
pected to  follow  the  general  trend  of  recent  years. 
From  a  census  total  of  10,586,223  on  April  l,"l950, 
the  number  of  California  residents  increased  to  an 
estimated  11,500,000  on  July  1,  1952.  Projections  to 
the  corresponding  dates  in  1953  and  1954  show  totals 
of  11,870,000  and  12,190,000,  respectively.  Incomplete 
reports  on  births  and  deaths  during  1952  indicate  that 
last  year  may  have  set  a  new  record  for  natural  in- 
crease. If  the  previous  high  of  156,000  established  in 
1951  is  not  exceeded,  the  margin  of  difference  will  be 
narrow.  Available  indicators  point  to  a  continued  net 
in-migration  of  new  residents  from  other  areas. 

Economic  Data 

The  foi-ecasts  of  production,  income,  expenditures, 
prices,  and  population  in  1953,  necessary  to  form  a 
consistent  background  for  the  budget  revenue  esti- 
mates, are  summarized  in  the  accompanying  table. 
Values  have  been  estimated  on  the  basis  of  a  careful 
appraisal  of  trends  and  with  the  advice  of  national 
economists  and  economic  analysts  familiar  with  Cali- 
fornia conditions.  As  indicated  at  the  outset  of  this 
statement,  they  rest  upon  the  two  fundamental  assump- 
tions that  this  nation  will  not  become  involved  in  an 
intense  war  and  that  the  defense  program  will  be 
prosecuted  at  the  degree  now  scheduled. 

GENERAL  FUND  REVENUE 

The  direct  relationship  between  business  activity 
and  General  Fund  revenue  receipts  has  been  empha- 
sized on  many  occasions  in  the  past.  The  three  major 
levies,  accounting  for  86  percent  of  the  total,  are  di- 
rectly geared  to  individual  income,  volume  of  spend- 
ing, and  corporate  earnings.  A  change  in  retail  trade 
is  reflected  in  sales  tax  receipts  within  four  months. 
Improvement  or  reduction  in  corporate  profits  affects 
tax  collections  three  months  after  the  close  of  corpo- 
rate accounts,  while  fluctuations  in  personal  income 
during  a  calendar  year  influence  State  revenues 
within  the  first  few  months  of  the  succeeding  year. 
Such  subordinate  taxes  as  those  on  alcoholic  beverages, 
insurance,  and  inheritances  are  indirectly  related  to 
economic  conditions  and  income,  with  receipts  from 
these  sources  fluctuating  through  a  narrower  range 
but  following  the  underlying  trends.  The  precarious 
balance  between  revenue  and  business  transactions  was 
amply  demonstrated  in  the  minor  recession  of  1949, 
when  taxable  sales  and  income  declined  and  a  $22,- 
000,000  drop  in  General  Fund  revenue  was  avoided 
only  by  the  automatic  termination  of  the  temporary 
tax  reductions  enacted  during  World  War  II. 

Under  the  economic  pattern  forecast  for  1953,  Gen- 
eral Fund  revenues  to  be  received  in  the  1953-54  Fiscal 
Year  are  estimated  at  $801,902,526.  This  represents 
an  increase  of  $25,597,988  over  the  indicated  total  for 
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ECONOMIC   DATA 
(Dollar  amounts  in  billions) 

lU.Jl  I'j.-yi  W-,.3 

Actual     Preliminary  Estimated 

Gross  National  Product $329.2  .?345.0  ^SS.'j.O 

Personal  Expenditures 20S.0             216.0  223.5 

Durable  Goods 27.1               26.0  28.0 

Nondurable  Goods 118.5             119.0  122.5 

Services    67.3               71.0  73.0 

Private  Investment 58.5  50.0  45.5 

New  Construction 23.3  24.0  21.5 

Producers'  Equipment 24.9  25.0  22.5 

Change  in  Inventories 10.3  1.0  1.5 

Net  Foreign  Investment 0.2  1.0  0.0 

Government  Purchases 62.6  78.0  86.0 

National  Security 37.1  49.5  56.5 

Other  Federal 3.8  5.5  5.5 

State  and  Local 21.7  23.0  24.0 

Personal  Income 254.1  268.0  274.0 

Less :  Personal  Taxes 29.1  33.5  34.0 

Equals:  Disposable  Income      225.0  234.5  240.0 

Income  of  Californians 21.3  23.4  24.4 

Less :  Personal  Income 

Taxes    2.6  3.2  3.4 

Equals :  Disposable  Income  18.7  20.2  21.0 

Spendable  Resources*  of  the 

People  of  California 17.9  19.6  20.4 

Consumers'  Price  Index 

(1935-39  =  100) 185.6  189.5  191.5 

Wholesale  Price  Index 

(1947-49  =  100) 114.8  112.0  112.0 

California  Population  July  1 

(thousands)    11,100.0        11,500.0  11,870.0 

*  Spendable  resources  include  allowances  for  change  in  short-term  consumer  credit 
and  change  in  liquid  asset  holdings  of  individuals,  such  as  money,  bank  accounts, 
and  savings  bonds.  Amounts  are  estimated  by  the  State  Department  of  Finance. 

Source:  Data  for  1951  compiled  by  Federal  and  State  agencies:  1952  partially 
estimated  on  the  basis  of  official  data;  1953  estimated  by  State  Department 
of  Finance,  Division  of  Budgets  and  Accounts. 

the  current  year  and  $67,876,801  more  than  actual 
receipts  during  the  period  which  closed  June  30,  1952. 
Although  increased  yields  are  anticipated  from  most 
sources,  a  great  part  of  the  gain  can  be  traced  to  the 
sales  tax.  Larger  personal  incomes  will  generate  an 
increase  in  receipts  from  personal  income  tax,  while 
relative  stability  in  corporate  profits  will  hold  the 
bank  and  corporation  franchise  tax  close  to  current 
levels. 

Sales  lax-$465,400,000 

Sales  and  use  tax  collections  during  1953-54  are 
estimated  at  $465,300,000,  and  permit  fees  at  $100,000. 
The  total  of  these  two  amounts  compares  with  $451,- 
800,000  expected  during  the  current  year  and  $417,- 
692,523  received  during  1951-52.  This  forecast  allows 
for  an  increase  in  the  volume  of  expenditures  by  in- 
dividuals under  the  impact  of  larger  personal  incomes 
and  population  growth,  but  a  slight  decline  in  sales 
of  building  materials  and  industrial  equipment,  par- 
ticularly in  the  last  quarter  of  1953  and  early  months 
of  the  f oUovsdng  year. 

The  California  tax  applies  to  retail  sales  of  tangible 
personal  property  and  sales  by  wholesalers,  manufac- 
turers, and  similar  vendors  where  the  property  will 
be  used  or  consumed  by  the  purchaser.  Industrial  and 
commercial  machinery  and  equipment,  and  the  sup- 
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plies  used  in  production  are  taxable  to  the  agency 
which  purchases  and  consumes  them.  Sales  for  resale, 
including  raw  materials  to  be  processed,  are  exempt. 
Approximately  half  of  the  tax  is  generated  by  trans- 
actions involving  nondurable  goods  -which  have  a  lim- 
ited useful  life  and  are  frequently  replaced.  To  this 
extent  the  tax  base  should  be  reasonably  stable.  Half 
of  the  tax  comes  from  sales  of  durable  goods  used  by 
consumers  and  industry,  usually  involving  the  ex- 
penditure of  relatively  large  sums  of  money  per  unit 
purchased,  hence  generating  a  substantial  amount  of 
tax  at  the  time  of  purchase.  Since  these  items  have  a 
longer  useful  life,  replacement  is  not  as  frequent  and 
is  postponable.  This  half  of  the  tax  base  may  be 
highly  unstable  and  subject  to  wide  fluctuations  dur- 
ing the  business  cycle.  This  characteristic  of  the  sales 
tax  must  be  kept  in  mind  in  estimating  its  yield,  in 
appraising  the  validity  of  an  estimate,  and  in  financial 
planning  for  the  future. 

Two  methods  have  been  employed  to  estimate  taxable 
sales  of  tangible  personal  property  during  the  period 
covered  by  this  budget.''  One  is  based  upon  the  aver- 
age relationship  between  taxable  sales  and  the  estimated 
spendable  income  of  civilians  in  California  during  the 
17  years  1935  through  1951.'  Based  on  this  relation- 
ship, estimated  civilian  spendable  resoiu-ces  of  $19.8 
billion  during  1953  should  result  in  taxable  sales  of 
$14.9  billion. 

The  second  method  of  estimation,  on  which  principal 
reliance  is  placed,  involves  an  analysis  of  sales  in  the 
44  trade  and  industrial  classifications  reported  by  the 
State  Board  of  Equalization.  Under  this  method,  tax- 
able sales  in  1953  are  estimated  to  reach  $14,974,000,- 
000,  only  slightly  more  than  the  total  obtained  on  the 
basis  of  probable  civilian  spending. 

Most  of  the  increase  in  revenue  from  this  source 
during  1953  is  expected  to  result  from  greater  sales 
of  new  motor  vehicles,  which  have  been  depressed  dur- 
ing the  last  two  years  bj^  restricted  production.  Car, 
truck,  and  trailer  sales  in  California  reached  a  post- 
war peak  in  1950,  with  the  distribution  of  633,000 
vehicles.  The  volume  dropped  to  510,000  units  in  1951 
and  is  estimated  at  462,000  in  1952.  Unit  volume  in 
1953  is  forecast  at  567,000  with  most  of  the  improve- 
ment centered  in  passenger  cars.  Average  vehicle 
prices  have  increased  about  15  percent  in  the  last  two 
years  and  are  expected  to  rise  about  2.5  percent  more 
in  1953,  largely  as  the  result  of  the  trend  toward  the 
purchase  of  ears  carrying  optional  equipment  at  an 
additional  cost.  Sales  value  of  new  vehicles  in  the  year 
is  estimated  at  $1,416,600,000,  against  an  indicated 
$1,123,100,000  in  1952  and  a  previous  high  of  $1,316,- 
000,000  in  1950.  Taxable  sales  of  motor  vehicle  equip- 
ment, parts,  and  supplies  are  expected  to  continue  the 
gradual  rise  shown  throughout  the  postwar  j^ears, 
paralleling  the  growth  in  vehicle  registrations.  Total 
taxable  sales  of  motor  vehicles,  parts,  and  supplies 

6  In  preparing  revenue  estimates,  calendar  year  data  are  used 
almost  exclusively  in  order  to  take  full  advantage  of  such  re- 
lated material  as  census  reports,  income  payments,  and  other 
economic  data.  All  estimates  include  assessments  of  additional 
tax,  interest,  and  penalties  as  a  result  of  the  audit  programs 
of  tax  administering  agencies.  Calendar  year  estimates  are 
apportioned  to  fiscal  years  on  the  basis  of  ratios  during  recent 
j'ears. 

'The  correlation  equation:  Taxable  sales  equal  — .895  plus  .797 
times  spendable  resources.  As  used  in  this  formula,  spendable 
resources  include  civilian  income  less  federal  and  state  income 
taxes  plus  or  minus  the  increase  or  decrease  in  short-term 
consumer  credit,  minus  or  plus  the  increase  or  decrease  in 
liquid  assets.  Civilian  income  is  used  in  order  to  avoid  as 
much  as  possible  of  the  distortion  during  the  war  years. 


are  estimated  at  $3,222,600,000  for  the  new  j^ear,  com- 
pared with  $2,825,700,000  in  1952  and  $2,648,700,000 
during  1951. 

As  indicated  earlier,  the  level  of  building  opera- 
tions is  one  of  the  most  uncertain  aspects  in  the  1953 
outlook.  Heavy  industrial  construction  is  likely  to  drop 
as  this  preliminary  phase  of  the  defense  build-up 
draws  to  completion.  There  are  indications  that  resi- 
dential construction  may  be  nearing  the  end  of  its 
large  volume  operations  which  have  provided  approxi- 
mately 500,000  new  dwelling  units  siace  the  census 
of  1950 — an  increase  of  15  percent — compared  with  a 
10  percent  growth  in  population.  In  view  of  this  pos- 
sible weakness  in  the  residential  building  outlook,  this 
type  of  construction  has  been  estimated  to  decline  10 
percent  in  1953.  Commercial  and  other  private  non- 
residential building,  restricted  during  most  of  the  last 
two  years,  should  be  lai'ger.  Public  construction  is 
virtually  certain  to  be  greater.  Taxable  sales  of  build- 
ing materials  are  estimated  to  be  2  percent  less  than 
in  1952. 

Sales  of  producers'  goods — the  machinery,  equip- 
ment, and  other  facilities  of  factories  and  processing 
plants — are  expected  to  decline  approximateh'  3.3  per- 
cent from  the  total  of  1952.  This  net  change  is  the 
product  of  conflicting  trends  in  the  many  lines  which 
comprise  this  group.  T^Tiere  it  has  been  possible  to  do 
so,  advice  has  been  obtained  from  leading  establish- 
ments in  the  various  flelds.  Some  of  these  anticipate 
further  gains  while  others  suggest  a  moderate  slide  from 
current  levels.  The  principal  decrease  anticipated  is 
in  heavy  industrial  machinery,  and  the  allowance  made 
at  this  point  is  largely  a  concession  to  the  probable 
slowing  down  in  the  construction  and  equipment  of 
defense  plants.  Taxable  sales  of  producers'  goods  are 
estimated  at  $2,404,600,000  for  1953,  against  an  indi- 
cated total  of  $2,487,600,000  in  1952  and  actual  sales  of 
$2,401,700,000  a  year  earlier. 

Supply  of  consumers'  durables  (other  than  auto- 
mobiles") has  been  adequate  during  the  defense  build- 
up desiDite  the  earlier  threat  of  shortages  in  important 
metals.  It  is  probable  no  great  backlog  of  demand 
exists  and  future  sales  are  likely  to  be  determined  by 
replacement  needs  and  the  construction  of  new  homes. 
Improvement  of  products  and  restyling  are  particu- 
larly important  in  these  items,  and  it  is  probable  that 
aggressive  selling  methods  will  uncover  a  substantial 
replacement  demand.  With  the  establishment  of  tele- 
vision stations  in  new  areas  and  assignment  of  addi- 
tional channels  to  places  alreadj'  served,  sales  of  tele- 
vision sets  are  likely  to  increase.  Taxable  transactions 
of  consumers'  durables  totaling  $1,362,000,000  are 
forecast,  compared  to  $1,290,700,000  estimated  for 
1952  and  $1,177,300,000  reported  in  1951. 

Sales  of  apparel,  meals,  household  supplies,  drug- 
store items,  and  other  nondurable  goods  during  1953 
are  estimated  at  $6,204,400,000,  an  increase  of  5.2  per- 
cent over  the  total  indicated  in  the  previous  year,  and 
substantially  above  the  $5,485,100,000  recorded  in 
1951,  The  estimate  is  predicated  upon  per  capita  con- 
sumption trends  since  1949  and  the  increase  in  State 
population  projected  for  the  ensuing  period. 

A  summary  of  estimated  taxable  sales  in  these 
broad  groups  during  calendar  year  1953,  together  with 
corresponding  amounts  for  1952  and  1951,  is  provided 
in  the  following  table : 
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Ta 

xahle  sales 

(Millions  of  dollo 

irs) 

Percent 

Est. 

Est.     change  1952 

1951 

1952* 

1953 

to  1953 

Nondurable  goods 

$5,485.1 

$5,S96.G 

$6,204.4 

5.2 

Consumer    durables  t 

1,177.3 

1.290.7 

1,362.0 

5.5 

Motor     vehides — new 

1,155.G 

1,123.1 

1,416.6 

26.1 

llotor  vehicles — used, 

supplies,   and  parts 

1,493.1 

1,702.6 

1.806.0 

6.1 

Building    materials- _ 

1,652.3 

1,667.6 

1.635.1 

—2.0 

Producers'  equipment 

and    supplies  t 

2,401.7 

2,487.6 

2,404.6 

—3.3 

Unallocated 

124.4 

142.4 

145.0 

1.8 

Totals    $13,489.5  $14,310.6  $14,973.7         4.6 

•  Three  quarters  actual  and  one  quarter  estimated. 
t  Other  than  motor  vehicles  and  building  materials. 

Franchise  Tax-$n 8,500,000 

Bank  and  corporation  franchise  tax  collections  in 
195:2  were  determinecl  primarily  by  profits  during  the 
calendar  year  1951.  Therefore,  collections  in  the  six 
months,  July  through  December,  were  relatively  cer- 
tain when  the  budget  estimates  were  prepared.  Re- 
ceipts in  the  first  six  months  of  1953  (last  half  of  the 
current  fiscal  year)  and  the  July-December  period 
(first  half  of  fiscal  1954)  will  reflect  taxable  earnings 
cluring  1952.  In  an  effort  to  pin  down  1952  profits  as 
accurately  as  possible,  preliminary  reports  were  ob- 
tained from  323  firms  in  a  carefully  selected  and 
weighted  sample  of  the  corporations  and  financial 
institutions  subject  to  the  State  tax. 

Results  of  this  survey  indicate  wide  variations  in 
profits  among  the  various  segments  of  industry  last 
year,  with  an  over-all  decrease  of  3.5  percent.  Con- 
sequently, the  base  is  expected  to  decline  from  $2.77 
billion  reported  for  purposes  of  the  1952  tax  to  $2.67 
billion  in  the  1953  returns — a  reduction  of  approxi- 
mately $4,000,000  in  terms  of  the  4  percent  tax.  Al- 
though the  sample  involves  comparatively  few  firms, 
the  corporations  reporting  account  for  approximately 
half  of  the  tax  base.  A  similar  stud,y  conducted  last 
year  made  it  possible  to  forecast  collections  during 
calendar  year  1952  within  a  margin  of  3.3  percent. 

Corporate  profits  during  1953,  on  which  taxes  will 
be  paid  in  the  last  half  of  fiscal  1954,  are  expected  to 
remain  fairly  stable.  A  slight  drop  in  manufacturing, 
trade,  and  service  industries,  resulting  from  more 
competitive  markets,  should  be  more  than  offset  by  a 
continued  moderate  rise  in  the  earnings  of  utilities 
and  financial  corporations.  Because  the  California  levy 
applies  to  profits  before  payment  of  the  Federal  tax 
on  corporate  incomes,  termination  of  the  excess  profits 
tax  next  June  would  have  no  effect  upon  State  receipts. 

Revenues  from  the  bank  and  corporation  franchise 
tax  and  the  supplementary  corporation  income  tax  are 
estimated  to  total  $118,500,000  during  the  1953-54 
Fiscal  Year — only  fractionally  above  the  current  pe- 
riod. The  revised  estimate  of  $118,300,000  this  year  may 
be  compared  with  the  budget  forecast  of  $118,500,000 
made  a  year  ago,  and  actual  receipts  of  $120,126,645 
during  1951-52. 

Personal  Income  Tax-$104,100,000 

The  income  received  by  Californians  in  the  form  of 
salaries  and  wages,  proprietors'  profits,  dividends,  in- 
terest, rent,  capital  gains,  and  other  miscellaneous 
sources  determines  the  amount  of  tax  revenue  which 
will  be  collected  from  the  personal  income  tax.  Con- 
sequently, the  tax  attributed  to  each  of  the  various 


sources  of  income  has  been  related  to  its  counterpart  in 
the  income  payment  series  published  by  the  United 
States  Department  of  Commerce.  Using  available  data 
and  general  assumptions  outlined  earlier,  the  Depart- 
ment of  Finance  has  prepared  estimates  of  income  of 
California  residents  for  1952  and  1953. 

Estimates  of  revenue  from  this  tax  have  been  made 
by  using  the  established  relationships  and  projecting 
the  trends.  The  following  table  presents  the  estimates 
of  income  payments  upon  which  the  forecast  of  per- 
sonal income  tax  revenue  has  been  based. 

Income  payments  (miUions  of  dollars  J 
1951         1952  1953 

Salaries  and  wages $14,044     $15,711     $16,600 

Proprietors'  income 3,610         3,818         3,850 

Property  income 2,292         2,571         2,600 

Other  income   1,260         1,300         1,350 

Totals $21,306     $23,400     $24,400 

Two  sources  of  income  which  generate  tax  revenues 
have  no  strict  counterpart  in  the  income  payment 
series.  These  are  receipts  from  net  capital  gain  and 
other  miscellaneous  income.  No  satisfactorj'-  method 
has  been  discovered  for  estimating  the  former  and  a 
slight  reduction  has  been  assumed  in  income  from  this 
soiu-ce  for  1952  and  1953.  The  second  source  men- 
tioned above  consists  of  income  from  fiduciaries  and 
other  miscellaneous  taxable  income  which  cannot  be 
classified  in  the  broad  groups  mentioned  earlier.  Tax 
receipts  from  this  source  have  been  held  at  the  1951 
level. 

Based  upon  the  relationship  between  the  aggregate 
income  of  California  residents,  as  estimated  in  the 
table  above,  and  State  tax  derived  from  these  several 
types  of  income  as  shown  bj'  tax  returns  for  previous 
years,  revenue  from  the  personal  income  tax  during 
1953-54  is  estimated  at  $104,100,000.  This  may  be 
compared  with  $100,100,000  indicated  for  the  current 
fiscal  year  and  $90,914,286  collected  in  1951-52. 

Insurance  Tax— $33,800,000 

Collections  under  the  State  tax  on  insurance  pre- 
miums, including  those  written  by  Compensation  In- 
surance Fund,  have  shown  a  gradual  increase  over  a 
period  of  several  years,  reflecting  growth  in  business 
activity,  higher  values,  increases  in  some  premium 
rates,  and  population  gains.  The  budget  estimate  of 
revenue  from  this  source  is  based  upon  reports  ob- 
tained from  a  sample  of  122  insurance  companies  ac- 
counting for  68  percent  of  the  tax  base. 

On  the  basis  of  this  information,  gross  premiums  (less 
dividends  to  policyholders)  on  which  the  1953-54  tax 
Avill  be  levied  are  estimated  to  reach  a  total  of  $1,485,- 
300,000,  an  increase  of  13.2  percent  over  the  previous 
year.  The  tax  on  this  volume  will  be  $34,904,000,  and 
approximately  $125,000  will  be  received  from  ocean 
marine  insurance  profits.  Other  adjustments  have  been 
estimated  to  increase  revenues  by  $210,000.  Deductions 
for  local  property  taxes  paid  on  principal  business  of- 
fices in  California  are  estimated  at  $1,439,000,  leaving- 
net  receipts  of  $33,800,000.  Corresponding  totals  for 
the  current  j^ear  and  for  1951-52  are  $29,769,569  and 
$25,731,960,  respectively. 

Inheritance  and  Gift  Taxes— $26,500,000 

Revenue  yield  from  the  inheritance  tax  depends  upon 
the  number  and  size  of  bequests  and  the  relationship 
between  beneficiaries  and  decedents.   The  variability 
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inherent  in  this  type  of  levy  was  demonstrated  during 
1951-52,  when  one  estate  contributed  $4,500,000  to  the 
total  received  from  this  source.  With  six  months  of  the 
current  fiscal  period  complete,  collections  are  averaging 
less  than  $2,000,000  monthly  and  have  been  estimated 
at  $23,000,000  for  the  year  as  a  whole.  Although  settle- 
ment of  another  large  estate  is  pending,  the  amount  of 
tax  cannot  be  determined  at  this  time,  and  final  pay- 
ment is  likely  to  be  delayed  by  litigation.  Some  increase 
in  yield  may  be  expected  as  settlements  reflect  the  cur- 
rent higher  security  values.  For  this  reason,  the  esti- 
mate for  1953-54  is  placed  at  $25,000,000. 

Gift  tax  receipts,  also  subject  to  wide  variations,  have 
averaged  $1,526,000  annually  in  the  last  three  years. 
Because  most  of  the  revenue  from  this  source  is  received 
during  the  months  of  February  through  May,  there  is 
no  reliable  indication  of  the  trend  in  the  current  fiscal 
year.  The  estimate  has  been  carried  at  $1,500,000  for 
both  the  present  period  and  1953-54. 

Alcoholic  Beverages-$  7  9,525,000 

Revenue  returns  from  the  excise  taxes  on  distilled 
spirits,  beer,  and  wine  have  followed  the  growth  in 
numbers  of  the  State 's  adult  population  during  recent 
years.  Collections  in  1952-53  appear  to  be  falling 
slightly  behind  the  forecasts  made  a  year  ago,  and  the 
estimates  presented  in  this  budget  have  been  revised 
accordingly. 

In  terms  of  the  State's  8,000,000  adult  population, 
annual  consumption  of  distilled  spirits  is  estimated  at 
2.43  gallons  per  capita,  beer  22.1  gallons,  dry  wine  0.97, 
sweet  wine  1.92,  and  sparkling  varieties  0.04  gallon. 
Of  the  $4,000,000  estimated  for  beer  and  wine  during 
1953-54,  approximately  $3,540,000  will  be  derived  from 
sales  of  beer,  $305,000  from  sweet  wine,  $75,000  from 
dry,  and  $80,000  from  sparkling  beverages. 

Comparative  collections  for  the  budget  years  are 
shown  below: 

AlcoJiolic  beverage  taxes 
Actual  Estimated        Estimated 

1951-52  1952-53  1953-54 

Distilled  spirits $14,429,563       $15,270,000       $15,525,000 

Beer  and  wine 3,730,045  3,970,000  4,000,000 

Totals $18,159,608      $19,240,000      $19,525,000 

Privafe  Car  Tax-$  7 ,225,000 

In  order  to  avoid  the  administrative  difficulties  in- 
volved in  local  assessment,  railroad  cars  owned  by  com- 
panies other  than  railroads  are  taxed  by  the  State.  The 
number  of  units  operated  in  California  during  1951 
continued  the  decline  which  started  three  years  ago, 
but  assessed  value  per  car  rose  to  a  new  high.  As  a 
result,  the  total  assessment  rolls  increased  to  more  than 
$23.5  million,  compared  with  a  little  less  than  $22  mil- 
lion in  1950.  With  an  average  rate  of  $4.79  per  $100  of 
assessed  value,  the  tax  to  be  paid  in  1952-53  will  be 
$1,127,000,  compared  with  $1,088,988  last  fiscal  year. 
Unit  values  should  be  somewhat  higher  next  year  and 
the  tax  rate  should  not  change.  Therefore,  receipts  from 
this  source  are  estimated  at  $1,225,000  for  the  coming 
fiscal  year. 

Other  General  Fund  Revenue— $32,853,000 

Interest  on  investments  is  expected  to  reach  $9,268,- 
488  during  1953-54,  an  increase  of  $753,000  over  the 
current  year  due  largely  to  the  fact  that  the  surplus 
will  be  liquidated  and  the  interest  on  these  investments 
will   accrue  at  the  time  the  bondholdings  are  sold. 


Charges  for  care  and  treatment  of  patients  at  State 
hospitals  is  estimated  at  $7,006,394,  up  $775,000  from 
the  present  year.  The  General  Fund  share  of  horse 
racing  revenue  is  placed  at  $4,252,714,  while  $2,587,375 
will  be  transferred  from  motor  vehicle  license  fee  re- 
ceipts to  pay  highway  debt  charges.  Student  fees  at 
educational  institutions  will  amount  to  $2,450,546. 
Other  charges  shown  in  detail  in  Schedule  2  total 
$7,287,009  for  the  year  in  prospect. 

SPECIAL  FUND  REVENUES' 

Though  there  are  some  borderline  items,  special  fund 
revenues  can  be  classified  into  three  categories :  (1)  the 
receipts  from  broad  tax  levies  which  are  dedicated  to 
specific  purposes;  (2)  charges  made  for  special  gov- 
ernmental services  to  specific  groups  or  individuals ; 
and  (3)  certain  rentals,  royalties,  and  other  revenues 
earmarked  for  particular  purposes.  Motor  vehicle  taxes 
and  fees  which  must  be  used  for  highways,  roads,  and 
streets  illustrate  the  first  of  these  classes.  License  fees 
for  the  regulation  of  businesses  and  professions  are 
typical  of  the  second,  while  the  third  includes  royal- 
ties devoted  to  beach  and  park  development  and 
school  support.  Interest  earned  on  the  investment  of 
special  fund  money  usually  accrues  to  the  fund  in- 
vested. One  characteristic  is  common  to  all — the  re- 
striction against  diversion  of  these  funds  to  other  uses 
without  a  change  in  the  Constitution  or  the  statutes, 
and  in  some  instances  a  change  in  both. 

Approximately  one-third  of  all  State  governmental 
revenues  accrue  to  special  funds  and  are  thus  restricted 
as  to  use.  Principal  among  these  are  the  levies  imposed 
in  connection  with  the  ownership  and  operation  of 
motor  vehicles — the  fuel  taxes,  registration  and  weight 
fees,  the  tax  on  companies  transporting  persons  and 
property  for  hire  over  State  highways,  drivers'  licenses, 
fees  on  the  transfer  of  vehicle  ownership,  and  other 
minor  charges.  Together  with  the  license  fee  levied 
in  lieu  of  local  property  taxes  on  motor  vehicles,  these 
revenues  are  estimated  to  return  $337,713,625  during 
the  1953-54  Fiscal  Year,  or  86  percent  of  the  special 
fund  total. 

Fees  and  charges  for  regulatory  services  and  special 
assistance  to  various  sections  of  industry,  business, 
and  the  professions  are  the  second  largest  source  of 
income  to  these  accounts.  These  are  followed  in  fiscal 
importance  by  horse  racing  license  fees,  which  are 
divided  between  the  General  Fund,  the  Fair  and  Ex- 
position Fund,  and  other  funds,  with  most  of  the 
revenue  deposited  in  the  Fair  and  Exposition  Fund 
and  used  for  support  of  agricultural  fairs  and  agri- 
cultural education.  In  addition,  it  is  estimated  the 
State  will  collect  $8,200,000  in  liquor  license  fees 
which  will  be  returned  to  local  governments.  It  will 
receive  $3,592,567  in  interest  on  investments  for  special 
funds  and  will  obtain  $2,800,000  as  the  State's  share 
of  oil  and  mineral  royalties. 

Motor  Vehicle  Registration  Fees— $145,1 16,000 

Fee-paid  registrations  of  automobiles,  trucks,  buses, 
motorcycles,    and    trailers   numbered    approximately 

8  Trust  funds,  such  as  contributions  to  the  various  retirement 
plans  ;  bond  funds,  such  as  receipts  from  the  sale  of  school 
building  bonds  ;  sinking  funds  for  bond  interest  and  redemp- 
tion ;  working  revolving  funds ;  utility  funds,  such  as  the 
Veterans  Farm  and  Home  Building  Fund  of  1943  ;  and  assess- 
ment funds,  are  not  government  cost  funds  and  are  not  in- 
cluded in  the  general  category  of  special  funds.  State  pay- 
ments to  any  of  these  noncost  funds  are,  of  course,  regarded 
as  an  expenditure  and  reported  as  such. 
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5,556,000  units  during  1952.  Under  the  assumption 
of  increased  vehicle  production  and  continued  migra- 
tion to  this  State,  registrations  are  expected  to  reach 
5,8(54,000  by  December  31,  1953,  and  6,125,000  on  the 
same  date  a  year  later.  In  addition,  there  will  be  more 
than  70,000  exempt  units,  making  a  total  of  nearty 
6,200,000  vehicles  on  the  State 's  highways  by  the  end 
of  1954. 

Current  registration  and  weight  fees  were  estab- 
lished in  1947,  and  averages  have  stabilized  within  a 
narrow  range.  Including  penalties,  interest,  and  other 
charges,  legistration  fees  on  cars  and  light  trucks 
averaged  $6.38  in  1952,  within  a  fraction  of  a  cent 
of  the  corresponding  ratios  for  the  two  previous  years. 
Truck  fees  were  $34.36 — 58  cents  below  the  average 
for  1951.  Motorcycle  registration  fees  amounted  to 
$6.50,  and  trailers  averaged  $15.88  per  registered  unit. 

Eeceipts  from  the  vehicle  license  fee  (in  lieu  tax) 
have  shown  a  substantial  increase  during  recent  years 
as  a  growing  number  of  new,  higher  priced  units 
appear  in  the  registration  records.  Eevenue  from  this 
source,  amounting  to  $64,325,176  in  1951-52,  is  esti- 
mated to  reach  $76,000,000  during  1953-54.  With  the 
exception  of  appropriations  to  meet  highwaj^  bond 
charges  and  administrative  cost,  this  money  is  re- 
turned to  city  and  county  governments  for  expenditure. 

Suit  to  determine  the  legality  of  caravan  fees  was 
decided  in  favor  of  the  State,  resulting  in  the  collection 
of  $2,000,000  in  impounded  revenue  from  this  source 
during  1951-52.  Normal  receipts  are  estimated  at 
$1,000,000  annually  for  the  next  two  years. 

A  summary  of  actual  and  estimated  collections  under 
each  of  the  several  vehicle  fees  during  the  period  cov- 
ered by  this  budget  is  shown  below : 

Motor  Vehicle  Fees 
(Millions  of  dollars) 
Acttial       Estimated     Estimated 
1951-52         1952-53         1953-54 
Registration  and  weight  fees___     $55.6  $58.9  $61.6 

License  (in  lieu)  fees* 64.3  69.2  76.0 

Drivers'  license  fees 3.2  3.1  3.7 

Transfer  fees  and  penalties 2.4  2.6  2.6 

Caravan  fees 2.0  1.0  1.0 

Other  revenues 0.2  0.2  0.2 

Totals $127.7  $135.0  $145.1 

•  Includes  approximately  $2.6  million  each  year  transferred  to  the  General  Fund  for 
highway  bond  interest  and  redemption.  See  Schedule  2  for  detailed  amounts. 

Motor  Vehicle  Fuel  Taxes-$  1 82,550,000 

State-levied  taxes  on  motor  vehicle  fuels  will  return 
the  sum  of  $182,550,000  during  1953-54,  according  to 
the  estimates  here  presented.  Of  this  amount,  $174,- 
000,000  will  be  derived  from  the  gasoline  tax  of  A^ 
cents  per  gallon,  $8,530,000  from  the  same  rate  of  tax 
on  diesel  and  similar  fuels,  and  $20,000  from  license 
fees  required  in  the  administration  of  these  laws. 
After  several  years  of  decline,  average  gasoline  con- 
sumption per  vehicle  increased  during  1951-52  and 
appears  to  be  rising  further  in  the  current  fiscal  year. 
A  greater  volume  of  tourist  traffic  and  a  higher  level 
of  employment  during  the  last  two  years  undoubtedly 
contributed  to  this  reversal  of  trend.  The  combined 
effect  of  greater  consumption  and  larger  registrations 
has  carried  gasoline  tax  receipts  from  $155,266,952  in 
1951-52  to  an  estimated  $165,500,000  this  year,  and 
will  add  to  the  total  again  during  the  coming  period. 
Consumption  of  diesel  fuel  per  vehicle  has  moved  in 
the  opposite  direction,  however.  The  number  of  diesel 
powered  units  has  more  than  doubled  since  1948,  but 


consumption  per  vehicle  has  declined  throughout  the 
postwar  period. 

Comparative  revenues  for  the  three  budget  years 
are: 

Motor  Vehicle  Fuel  Taxes 
(Millions  of  dollars) 
Actual  Estimated       Estimated 

1951-52  1952-53  1953-5i 

Gasoline    $155.3  $165.5  $174.0 

Diesel  fuel   6.8  7.6  8.5 

Totals    $162.1  $173.1  $182.5 

A^ofor  Transportation  Tax— $12,635,000 

Analj'sis  of  taxable  receipts  of  highway  transporta- 
tion companies  shows  a  very  close  relationship  between 
the  aggregate  volume  of  business  done  and  the  dis- 
posable income  of  California  residents.  With  income 
at  $20.2  billion  in  1952,  and  $21.0  billion  in  1953,  gross 
receipts  of  for-hire  carriers  is  estimated  at  $487  mil- 
lion in  the  current  fiscal  year  and  $497  million  in 
1953-54.  The  3  percent  tax  will  result  in  a  gross  assess- 
ment of  $14,600,000  this  year  and  $14,900,000  in  the 
ensuing  fiscal  period.  Against  these  amounts,  the  law 
allows  operators  to  claim  an  offset  in  the  amount  of 
one-third  of  the  motor  vehicle  weight  fees  paid  in  con- 
nection with  taxable  operations,  estimated  at  $2,180,- 
000  for  1952-53  and  $2,300,000  in  1953-54.  Net  reve- 
nues, including  $35,000  permit  fees  each  year,  are 
therefore  estimated  at  $12,635,000  in  the  coming  year, 
compared  with  $12,455,000  in  1952-53  and  actual  pay- 
ments of  $11,311,989  in  1951-52. 

Horse  Racing  Fees-$22,221 ,314 

It  is  estimated  that  a  total  of  $393  million  will  be 
wagered  in  the  pari-mutuel  pools  at  California  horse 
racing  meets  during  1953-54,  compared  with  $358  mil- 
lion indicated  this  year  and  $358  million  in  1951-52. 
The  State's  license  fee  at  each  race  meet  is  4  percent 
of  the  first  $10  million  wagered,  5  percent  of  the  next 
$10  million  wagered,  and  6  percent  of  all  amounts 
wagered  in  excess  of  $20  million,  plus  the  "breakage" 
after  the  amount  wagered  exceeds  $27  million.  In  addi- 
tion, the  State  receives  miscellaneous  license  fees  from 
owners,  trainers,  jockeys  and  others  and  the  amounts 
payable  to  winning  pari-mutuel  ticket  holders  remain- 
ing unclaimed  90  days  after  the  close  of  a  race  meet. 
Receipts  from  these  sources  are  shown  in  the  table 

below : 

Horse  Racing  Fees 
(Thousands  of  dollars) 
Actual  Estimated      Estimated 

1951-52  1952-53  1953-5^ 

Pari-mutuel  pools $18,565  $18,953  $20,585 

Breakage     1,080  1,250  1,200 

Miscellaneous  license  fees_  32  32  32 

Unclaimed  pari-mutuel 

tickets    365  301  404 

Totals    $20,042  $20,536  $22,221 

The  sums  of  $3.6  million  in  1951-52,  $3.9  million  in 
1952-53  and  $4.3  million  in  1953-54,  included  in  the 
above  table,  accrue  to  the  General  Fund.  Of  these 
amounts,  one  million  dollars  annually  is  transferred  to 
the  Capital  Outlay  and  Savings  Fund. 

Liquor  License  Fees-$8,200,000 

Liquor  license  fee  receipts  are  estimated  at  $8,200,- 
000,  compared  to  $8,550,000  expected  in  the  current 
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fiscal  year  and  actual  receipts  of  $7,827,214  during 
1951-52.  Variations  in  the  date  of  issuing  licenses, 
which  will  pyramid  an  additional  $400,000  into  the 
present  year,  account  for  the  wide  fluctuation  in  these 
amounts.  Aside  from  these  random  changes,  license  fee 
revenue  has  been  relatively  stable  during  the  last  five 
years,  with  a  persistent  though  slight  drop  in  on-sale 
fees.  Revenue  from  this  source  is  returned  to  cities 
and  counties  on  the  basis  of  the  value  of  licenses  issued 
in  each  jurisdiction,  without  deduction  of  State  admin- 
istrative costs. 

RECENT  TAX  TRENDS 

Basically  the  State  tax  structure  has  not  been 
changed  in  the  last  17  years.  With  two  general  excep- 
tions, the  tax  rates  which  are  estimated  to  produce 
more  than  $1,139,800,000  yielded  less  than  $250,000,000 
annually  in  the  five  years  before  World  War  II.  This 
phenomenal  growth  without  an  increase  in  the  burden 
of  taxes  in  relation  to  income  is  further  proof  of  the 
direct  relationship  between  taxes  and  the  aggregate 
volume  of  business  activity  in  the  State.  The  two  excep- 
tions are  in  opposite  directions,  so  far  as  tax  yield  is 
concerned.  The  State  income  tax  at  the  present  time  is 
lighter  than  it  was  prewar :  exemptions  are  $1,000 
higher  for  both  individuals  and  families,  and  the  maxi- 
mum tax  rate  is  now  6  percent  on  taxable  income  in 
excess  of  $25,000  compared  to  15  percent  above  $250,000 
prior  to  1944.  In  contrast  to  this  relief,  motor  vehicle 
taxes  were  increased  substantially  in  1947,  as  part  of  an 
effort  to  solve  State  and  local  highway  problems.  The 
motor  vehicle  fuel  tax  was  raised  50  percent  (from  3 
cents  to  4.5  cents  per  gallon),  registration  fees  were 
doubled,  weight  fees  were  increased  almost  100  percent, 
and  a  driver's  license  fee  was  imposed.  These  two 
changes  did  not  offset  each  other,  however.  The  added 
motor  vehicle  revenue  exceeded  the  reduction  in  per- 
sonal income  tax  by  a  wide  margin. 

SUMMARY  OF  STATE  POPULATION,  INCOME  OF  CALIFORNIA  RESIDENTS,  AND  STATE  TAX  COLLECTIONS 

Excluding  Departmental  and  Miscellaneous  Revenues 


State  tax  revenue  per  $100  of  income  received  by  the 
people  of  California  is  lower  today  than  during  prewar 
years.  Under  the  estimates  presented  here,  tax  receipts 
from  all  sources  in  1952-53  will  amount  to  $4.68  per  one 
hundred  dollars  of  income  received  by  the  people  of 
California  last  year,  and  this  ratio  will  drop  to  $4.67 
next  fiscal  year.^  This  compares  with  an  average  of 
$4.86  in  the  five  prewar  years  and  a  high  of  $5.07  in 
1950-51,  when  two  waves  of  scare  buying  inflated  the 
ratio  substantially  above  other  postwar  years. 

State  tax  payments  for  support  of  General  Fund 
activities  next  year  will  be  7  percent  below  pre- 
war in  relation  to  income  of  individuals.  Receipts  of 
$3.18  per  $100  of  individual  income  are  25  cents  under 
the  prewar  average.  In  addition  to  the  personal  income 
tax  reduction,  this  change  is  the  result  of  a  shifting 
within  the  tax  system.  Certain  levies  formerly  used  for 
general  support  are  now  dedicated  to  special  activities. 
For  example,  the  motor  vehicle  transportation  tax 
was  deposited  in  the  General  Fund  until  the  law  was 
changed  in  1947.  This  money  is  now  used  for  highway 
construction  and  maintenance.  The  State  formerly  re- 
ceived a  share  of  liquor  license  fees  which  now  goes 
entirely  to  cities  and  counties.  There  has  been  a  similar 
shift  in  motor  vehicle  license  fee  receipts.  All  told, 
approximately  $33,000,000  of  current  revenue  which 
formerly  went  to  the  General  Fund  is  now  specifically 
earmarked  for  special  purposes. 

A  summary  of  income  payments  to  individuals  in 
California,  State  tax  collections,  per  capita  taxes,  and 
tax  payments  per  $100  of  individual  income  is  shown 
in  the  following  table. 


°  These  comparisons  are  made  between  taxes  received  by  the  State 
during  a  fiscal  year  and  income  received  by  California  residents 
in  the  preceding  calendar  year.  Data  on  income  payments  to 
individuals  are  available  only  on  a  calendar  year  basis.  Since 
there  is  a  slight  lag-  between  the  taxable  event  and  receipt  of 
tax  revenue  by  the  State,  the  comparison  is  believed  to  be  valid. 


Estimated 
Population 
July   1st 

Estimated 
Income  of 
Individuals 

Income 
Per 

Fiscal 

State  Tax  Collections 

Taxes  Per  Capita 

Taxes  Per  $10 
Individual  Inc 

0  of 

General 
Fund 

Special 
Funds 

Total 

ome 

General 

Special 

General 

Special 

Year 

(Thousands) 

(Millions) 

Capita 

Year 

(Thousands) 

(Thousands)  (Thousands) 

Fund 

Funds 

Total 

Fund 

Funds 

Total 

1936 

6,341 

$4,7.30 

$746 

1936-37 

$155,047 

$63,723 

$218,770 

$24.10 

,$9.90 

$34.00 

$3.28 

$1.35 

$4.63 

1937 

6,528 

5,047 

773 

1937-38 

172,1.59 

68,161 

240,320 

26.12 

10.34 

36.46 

3.41 

1.35 

4.76 

1938 

6,656 

4,772 

717 

1938-39 

166,808 

69,288 

236,096 

24.82 

10.31 

35.13 

3.50 

1.45 

4.95 

1939 

6,785 

5,047 

744 

1939-40 

174,142 

76,813 

250,955 

25.30 

11.16 

36.46 

3.45 

1.52 

4.97 

1940 

6,980 

5,606 

803 

1940-41 

195,796 

84,553 

280,349 

27.41 

11.84 

39.25 

3.49 

1.51 

5.00 

1941*__ 

7,125 

6,922 

971 

1941-42 

238,440 

85,768 

324,208 

32.74 

11.78 

44.52 

3.44 

1.24 

4.68 

1942*-_ 

7,441 

8,964 

1,205 

1942-48 

274,575 

71,906 

346,481 

.36.65 

9.60 

46.25 

3.06 

0.80 

3.86 

1943*__ 

7,.541 

11,720 

1,554 

1943-44 

301.506 

72,282 

373,788 

38.71 

9.28 

47.99 

2.57 

0.62 

3.19 

1944*— 

8,036 

13,048 

1,624 

1944-45 

314,237 

80,238 

394,475 

38.15 

9.74 

47.89 

2.41 

0.61 

3.02 

1945*__ 

8,438 

13,242 

1,-569 

1945-46 

353,400 

113,245 

466,645 

39.76 

12.74 

52..50 

2.67 

0.85 

3.52 

1946 

9,548 

15,180 

1,.590 

1946-47 

432,859 

137,751 

570,610 

44.60 

14.19 

58.79 

2.85 

0.91 

3.76 

1947 

9,864 

16,043 

1,626 

1947-48 

457,297 

228,708 

686,005 

45.66 

22.84 

68.50 

2.85 

1.43 

4.28 

1948___ 

10,165 

16,937 

1,666 

1948-49 

485,368 

249,.344 

734,712 

47.12 

24.21 

71.33 

2.87 

1.47 

4.34 

1949 

10,434 

16,824 

1,612 

1949-50 

524,428 

268,177 

792,605 

49.78 

25.46 

75.24 

3.12 

1.59 

4.71 

1950__- 

10,634 

18,609 

1,7.50 

1950-51 

647,992 

295,542 

943,534 

59.63 

27.20 

86.83 

3.48 

1.59 

5.07 

1951-.__ 

11,100 

21,306 

1,919 

1951-52 

709,245 

322,699 

1,031,944 

62.76 

28..56 

91.32 

3.33 

1.51 

4.84 

1952. __ 

11,.500 

23,400 

2,035 

1952-53 

751,420 

343,006 

1,094,426 

64.31 

29.35 

93.66 

3.21 

1.47 

4.68 

1953. __ 

.  11,870 

24,400 

2,056 

1953-54 

775,890 

363,882 

1,139,772 

64.93 

30.45 

95.38 

3.18 

1.49 

4.67 

*  Amounts  shown  during  period  of  World  War  II  represent  civilian  population,  estimated  income  of  civilians,  and  per  capita  civilian 

income. 
Population  data,  1936  through  19.39,  are  based  on  United  States  Census  Bureau  estimates  ;  population,  1940  to  date,  estimated  by  the 

State  Department  of  Finance.  (Provisional  Annual  Estimates  of  the  Population  of  California,  1940-1953,  Nov.  1951,  and  California's 

Population,  194S-1954,  .luly,  1952.) 
Income  of  individuals,  1936  through  1951,  from  United  States  Department  of  Commerce  estimates.  Survey  of  Current  Business,  Aug. 

1952.  Reported  totals  for  1941  through  1945  have  been  adjusted  to  exclude  income  of  armed  forces  personnel.  Data  for  1952  and 

1953  are  estimates  by  the  State  Department  of  Finance. 
Income  per  capita  computed  from  population  and  income  data  shown.  Amounts  difEer  somewhat  from  U.  S.  Department  of  Commerce 

estimates. 
Taxes  per  capita  computed  on  the  basis  of  population  January  1st,  the  midpoint  of  the  fiscal  year. 
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COMPARATIVE  SUMMARY  OF  EXPENDITURES 
(Thousands  of  dollars) 

Actual  Estimated  Proposed  Change  from  1952-53 

1951-52  1952-53  1953-54  Amount  Percent 
STATE  OPERATIONS: 

Legislative $2,382  $3,658  $2,709  —$949  —25.9 

Judicial 1,245  1,332  1,336  4  0.3 

Executive  and  Civil  Defense 1,737  1,717  1,829  112  6.5 

General  Administrative 1,955  2,285  2,088  —197  —8.6 

Agriculture 9,410  10,182  10,317  135  1.3 

Corrections   18,236  20,143  23,067  2,924  14.5 

Education  65,384  73,623  81,656  8,033  10.9 

Emplovnient 59  66  68  2  3.0 

Fiscal  Affairs 28,055  31,636  32,558  922  2.9 

Highwaj^  Patrol 11,891  13,571  14,992  1,421  10.5 

Industrial  Relations 4,689  5,270  5,709  439  8.3 

Investment    2,871  3,229  3,434  205  6.3 

Justice 2,515  2,854  2,895  41  1.4 

Mental  Hvgiene 43,583  49,910  55,886  5,976  12.0 

Military  Affairs 2,209  2,458  2,362  —96  —3.9 

Motor  Vehicles 11,880  13,452  15,712  2,260  16.8 

Natural  Resources 19,037  22,105  22,793  688  3.1 

Professional,  Vocational  Standards 2,593  2,824  2,923  99  3.5 

Public  Health 4,472  5,033  4,850  —183  —3.6 

Public  Utilities 2,998  3,251  3,451  200  6.2 

Public  Works 36,320  36,262  37,726  1,464  4.0 

Social  Welfare 1,866  2,002  2,133  131  6.5 

Veterans  Affairs 6,205  6,202  6,182  —20  —0.3 

Miscellaneous   10,479  13,734  12,493  —1,241  —9.0 

Salary  Increase'' -  1,908  14,170  12,262  642.7 

Contingency  Reserves* -  608  2,500  1,892  311.2 

Adjustments  * —1,242  —1,301  —1,413  —112  8.6 

Totals,  Current  Expense $290,825  $328,013  $364,426  $36,413  11.1 

Debt  Service 3,658  3,558  3,458  —100  —2.8 

Totals,  State  Operations $294,483  $331,571  $367,884  $36,313  11.0 

CAPITAL  OUTLAY: 

Corrections  $13,946  $19,655  $17,048  —$2,607  —13.3 

Education   19,660  44,235  28,252  —15,983  —36.1 

Fiscal  Affairs 3,595  11,690  4,960  —6,729  —57.6 

Mental  Hvgiene 17,383  30,009  25,768  -^,242  —14.1 

Natural  Resources 6,006  9,383  8,269  —1,114  —11.9 

Public  Works 113,382  122,927  115,431  —7,496  —6.1 

All  Other 7,018  18,533  15,170  —3,363  —18.1 

Totals,  Capital  Outlay 180,989  256,432  214,898  —41,534  —16.2 

LOCAL  ASSISTANCE: 

For  Education $266,399  $331,802  $406,958  $75,156  22  7 

For  Social  Welfare 148,120  143,310  144,480  1,170  0.8 

For  Public  Health 12,168  13,459  13,848  389  2.9 

For  Public  Works 5,275  7,281  8,788  1,507  20.7 

For  Other  Purposes 4,954  7,182  6,113  —1,069  —14.9 

Shared  Revenues 155,684  153,027  163,883  10,856  7.1 

Totals,  Local  Assistance $592,600  $656,061  $744,069  $88,009  13.4 

GRAND   TOTALS,  EXPENDITURES—  $1,068,072           $1,244,064           $1,326,852  $82,788  6/7 

NOTE:  Detail  may  not  add  to  totals,  due  to  rounding.  *  Credits  to  the   General  Fund   for   overhead  charged   to  agencies   supported  from 

*  Amounts  are  not  comparable,  since  the  sums  shown  for  1952-53  represent  only  the  special  funds.  The  adjustment  is  necessary  to  avoid  duplication  of  the  amounts 

unallocated  balance  of  similar  provisions  made  for  salary  adjustments  and  price  shown. 

increases  approved  in  connection  with  the  current  budget. 
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Expenditure  Requirements,  1953-54 

State  expenditures  in  the  fiscal  year  begiuuing  July  tern,  free  textboolis,   child  care  centers,   and  capital 

1,  1953,  and  running  through  June  30,  1954,  are  esti-  outlay  for  educational  institutions.  The  second  largest 

mated  at  $1,326,851,805.  Of  this  amount,  $863,021,962  categorj-,   accounting  for   20.0   percent  of  the  total, 

represents  payments  reiiuired  under  existing  law  and  involves  the  expenditures  for  highways,  roads,  streets^ 

$463,829,843  comprises  the  controllable  costs  which  are  and  services  to  motorists.  Payments  for  social  welfare 

subject  to  determination  by  the  Governor  in  preparing  and  public  health  are  third  in  order  of  fiscal  importance 

his  budget  recommendations.  with  13.7  percent  of  the  total.  These  are  followed  by 

The  expenditure  budget  for  the  coming  fiscal  year  expenditures  for  mental  hygiene  and  corrections  (9.7 

is  $82,787,967,  or  6.7  percent  above  the  estimated  total  percent  of  the  total),  where  capital  outlay  items  are 

for  1952-53  and  $258,780,295  more  than  actual  pay-  particularly   important,    and   development    and   con- 

ments  in  1951-52.  servatiou  of  natural  resources    (5.1  percent).  Fiscal 

Both  for  convenience  and  a  better  presentation  of  management— including  tax  collection,  auditing  of  dis- 
the  amounts  involved,  expenditures  are  scheduled  in  bursements,  central  purehasmg,  the  custody  and  maiu- 
the  budget  under  three  headings:  State  operations,  tenance  of  general  facilities,  and  construction  of 
capital  outlav,  and  local  assistance.  The  first  of  these  general  purpose  facilities— ranks  sixth  m  magnitude 
includes  the  current  cost  of  operating  the  agencies  of  '*™.  ^-^  percent  of  the  total.  All  other  expenses,  in- 
state government— the  Legislature,  courts,  executive  eiudmg  general  administration,  regulation  of  busuiess, 
offices,  administrative  departments,  and  the  various  industry  and  the  professions,  support  of  the  judiciary 
boards,  commissions,  and  other  units.  Expenditures  ^^'^^  "^®  Legislature,  and  the  .subventions  to  local  gov- 
for  structures  and  other  permanent  improvements,  ernments  tor  general  government,  account  for  9.4  per- 
including  highwav  construction,  are  set  forth  in  the  ^*^^,*  °l  *  ^^  expenditure  budget.  Amounts  provided  for 
capital  outlav  section.  State  pa^-ments  to  local  gov-  each  ot  these  seven  categories  m  1953-54,  together  with 
ernments  for  schools,  social  welfare,  public  health,  and  *!^®  change  from  the  current  year  totals  and  the  propor- 
other  purposes,  as  well  as  apportionments  of  State-  "onot  the  total  cost  attributable  to  each  broad  function, 
collected  revenues  for  expenditure  by  cities  and  coun-  ^^^  ^'^^^^  ™  the  table  below  : 

ties,  are  detailed  under  the  local  assistance  category.  e..?e'„Ses     change  from  1952-53      percent 

A  summarv  of  the  amounts  involved  in  each  of  these  1953-54        Amount         Per-       of  total 

1                  1        •          xi        J.1             ^        1                                     T    1         j_i  •  (millions)         (millions)            cent 

classes  during  the  three  liseal  years  covered  by  this  Education  $527.0  $71.9  15.8        39.7 

budijet  is  sllO'Wn  below -^  Highways   and   vehicle   regulation       265.3                   3.1                 i;2           2o!o 

°  Social  welfare  and  health 181.7  2.0  1.1  13.7 

(Millions  nf  rlnllirO  *'"'''''  hygiene  and  corrections—       129.2                   5.6                 4.5             9.7 

(MilUons  of  douars)                             ^^^^  ^  ^^^^  Conservation  of  natural 

Actual  Estimated        Proposed  1952-53  Pisrar^XnV?    t\'l  }'•?  I-  o'l 

1951-52  1952.53  1953-54  Amount         Pet.  ^^other  ^^^    .lH  "J-^,  "^'^  ^.4 

State  operations $294.5  $331.6  $367.9  $36.3         11.0  '. '. [ \ . 

Capital    outlay    181.0  256.4  214.9  —41.5     —16.2  Totals    $1,326.9  $82.8  6.7         100.0 

Local  assistance 592.6  656.1  744.1  88.0         13.4 

Totals $1,068.1        $1,244.1       $1,326.9             $82.8           6.7  STATE    OPERATIONS 

As  indicated  in  these  data.  $744,069,344  of  the  ^j^^  program  of  State  operations  recommended  in 
State 's  expenditures  diirmg  19o3-54  will  be  directed  ^^.^  ^^^^^  ^^^,  j953_5^  .^^.^^^.^^  expenditures  of  $367,- 
toward  the  assistance  of  local  governments,  $214,898  -  gg^  33^  ^^  .^^^^^^g  ^^  $36,313,505,  or  11.0  percent  over 
lotTi  ^V'^''-n'^  *°  permanent  improvements,  an<i  ^^^  ^^^^^  ^^^  ^j^^  ^^^^^^^  r^^.^  ^^^^^  [^^^^^^^  ^^^ 
$36  /  ,884,33 1  will  be  used_  in  day-to-day  operation  of  ^^^^^^^^  operating  expense  of  the  three  major  branches 
educational  centers,  hospitals,  correctional  facilities,  ^^  government-the  legislative,  judicial,  and  executive, 
and  the  many  other  activities  ordinarily  considereci  as  ^.^^  ^j^^  j^^^  ^^^^-^  comprehending  the  nineteen  admin- 
State  government.  The  amounts  making  up  the  totals  jstrative  departments,  the  several  boards  and  commis- 
m  each  of  tliese  three  sections  are  shown  in  the  accom-  ^.  ^^^^  ^^^  independent  offices.  Debt  service  on  ob- 
panymg-  table  (Page  A-22)  and  are  detailed  m  Sched-  ^.^^^.^^^^  .^^^^^^^  ^^  ^^^^^^^^^  ^^^^  construction  of  facilities 

,  ,  .  .  .  „  „  X  1  ..1  related  to  State  operations  is  classified  as  current  op- 
Although  the  activities  of  State  government  and  the  ,.  ,  , -^  ,-■•,■  ^.i  .  ..  i  •  1  i  o  ^  e 
'J  u  .  J  ^  ^  1  eratmg  cost.^  In  addition,  the  total  includes  funds  for 
purposes  for  which  assistance  is  granted  to  local  agen-  ^  ^  ■  •  ..1  i  ■  ^  a^  ^  ^ 
iies  varv  widelv,  expenditures  can  be  classified  into  ^  0  percent  increase  m  the  salaries  of  State  employees, 
seven  general  groups.  The  most  important  of  these  as  recommended  by  the  State  Personnel  Board,  and  a 
from  the  budget  viewpoint  is  education,  which  will  reserve  of  $2,500,000  to  meet  emergencies  and  unfore- 
take  approximately  39.7  percent  of  the  aggregate  outgo  seen  developments  which  may  arise  during  the  course 
in  1953-54.  This  includes  the  administrative  ser^dces  of  the  next  fiscal  year.  The  salary  increase  fund  is  pro- 
of the  State  Department  of  Education,  maintenance  vided  upon  a  contingent  basis,  pending  further  deter- 
of  the  State  Library,  the  support  of  the  Universit.y,  mination  by  the  Personnel  Board  that  adjustments  are 
colleges,  and  special  schools,  apportionments  for  public          ^      .,       ,■        ,  ♦,        at  ♦      ,,,■    ♦■           ,  •  u 

,        ,               .    -1      ,  •           J      ii       I        1          J        i-                i  -  Interest   on   and   redemption    of   these   State   obligations,   which 

schools,   contributions  to  the  teaeners     retirement  Sys-  were   issued   between    1911    and    1929,   win   be   paid    from   the 

Bond  Sinking  Fund   ot   19  43   and   from   motor  vehicle   license 

iln  all  ot  the  text  tables  amounts  have  been  rounded  to  the  near-  fees  earmarked  for  hi-jhway  bonds.  Debt  service  on  the  more 

est  thousand  dollars.  In  some  instances  this  results  in  an  ap-  recent   issues  authorized   to  assist  distressed   school   districts 

parent  error  in  addition  or  subtraction.  In  all  cases,  however,  in  meeting  their  building  problems  is  classified  as  local  assist- 

totals  are  correct  to  the  nearest  thousand.  ance. 
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necessary  to  bring  State  pay-schedules  into  line  with 
those  of  private  industry  and  other  governmental  juris- 
dictions. 

California  budget  procedure  has  been  recognized  as 
one  which  relates  appropriation  requirements  to  the 
work  program.^  This  concept  of  performance  budgeting 
— the  bringing  together  of  allied  activities  under  gen- 
eral headings  in  terms  of  the  work  to  be  done — is  help- 
ful in  analyzing  the  State's  expenditure  needs  and  in 
emphasizing  the  trends  underlying  the  several  hundred 
separate  appropriations  which  must  be  made  in  each 
annual  buclget  bill. 

In  preparing  the  following  material,  all  current  ex- 
pense has  been  classified  into  seven  functional  cate- 
gories —  education,  mental  hygiene  and  corrections, 
highways  and  vehicle  regulation,  conservation  of  re- 
sources, social  welfare  and  health,  fiscal  affairs,  and  all 
other.  In  making  these  combinations,  budget  data  have 
been  adjusted  in  four  respects:  (1)  the  $14,169,954 
proposed  for  salary  adjustments  has  been  distributed 
among  operating  agencies  by  increasing  salary  and 
wage  expenditures  5  percent ;  (2)  the  contribution  from 
the  General  Fund  for  employees '  retirement,  budgeted 
in  a  lump  sum,  has  been  allocated  among  departments 
on  the  basis  of  salary  and  wage  payments  from  the 
General  Fund  ;  (3)  debt  service  has  been  attributed  to 
the  function  (e.g.,  highways,  education,  conservation, 
etc.)  for  which  the  proceeds  of  the  bond  issues  were 
spent;  and  (4)  in  some  instances  expenditures  of  a  sin- 
gle agency  have  been  divided  between  two  or  more 
broad  functions,  as  in  the  ease  of  the  Department  of 
Public  Works,  where  the  money  spent  has  been  divided 
between  highways,  conservation,  and  all  other. 

As  a  result  of  these  combinations  and  adjustments, 
amounts  shown  in  the  following  text  tables  do  not  agree 
with  those  given  in  the  summary  on  page  A-22  or  in 
Schedule  3.  However,  it  is  believed  that  this  procedure 
not  onlj'  provides  a  more  convenient  basis  for  summar- 
izing current  operating  expenditures  but  also  presents 
a  more  complete  picture  of  State  operations  than  can 
be  obtained  from  the  organizational  basis  required  for 
budget  administration.  It  must  be  noted,  however, 
that  the  controlling  factor  in  expenditures  is  the  legis- 
lative authorization  given  in  the  budget  bill  and  other 
appropriations  which  may  be  approved.  Allocation  of 
the  salary  increase  fund  to  the  various  agencies  for 
purpose  of  this  presentation  does  not  augment  the  sep- 
arate appropriations.  This  can  only  be  done  after  leg- 
islative approval  of  the  lump  sum  budgeted  for  this 
purpose.  It  must  be  emphasized,  too,  that  the  total  of 
$367,884,337  for  State  operations  detailed  in  the  fol- 
lowing tables  is  identical  with  the  amount  shown  in  th3 
budget  summary  schedules. 

Education-$9 1 75  7 ,000 

Educational  activities  include  support  of  the  Uni- 
versity, State  colleges  and  technical  colleges,  special 
schools,  administrative  offices  of  the  Department  of 
Education,  and  the  State  Library.  As  a  group,  these 
comprise  the  largest  item  of  expenditures  in  the  State 
operations  budget.  With  $91,750,537  provided  for  this 
purpose  in  1953-54,  expenditures  will  increase  $12,735,- 
409,  or  16.1  percent  over  1952-53,  due  primarily  to  the 
growth  of  newly  established  institutions,  curricula  de- 

3  The  Hoover  Commission  Task  Force  Revort  on  Fiscal,  Budget- 
ing, and  Acconntinri  Activities,  nage  75,  notes  "...  Some  ot: 
the  States  have  also  developed  programming  in  connection 
with  their  budgeting.  A  good  example  is  the  California  State 
budget,  where  the  program  idea  is  definitely  carried  into  the 
-     appropriations." 


velopment,  and  expanded  enrollments  at  established 
State  colleges. 

Two-thirds  of  this  educational  cost  involves  State 
support  of  the  University,  and  over  one-half  of  the 
1953-54  increase  is  represented  here.  Proposed  expend- 
itures from  the  General  Fund  for  the  University  in  the 
coming  year  total  $59,482,698,  or  $7,772,412  above  the 
estimated  expenditures  for  1952-53.  Although  enroll- 
ment is  expected  to  increase  only  slightly,  greater  em- 
phasis will  be  placed  upon  a  number  of  activities  con- 
ducted on  the  eight  campuses  of  this  institution.  These 
include  the  new  colleges  of  letters  and  science  at  Davis 
and  Riverside,  the  expanded  program  of  medical  educa- 
tion at  San  Francisco  and  Los  Angeles,  and  additional 
research  on  jDroblems  of  agriculture.  Approximately 
half  of  the  increase  in  the  appropriation  recommended 
for  next  year  may  be  traced  to  these  and  similar  items. 
The  remainder  is  attributable  to  salary  adjustments 
and  a  strengthening  of  such  established  projects  as  the 
agricultural  extension  service,  programs  of  organized 
research,  improvements  in  library  services,  and  in- 
struction. 

Support  of  State  colleges  and  technical  colleges  in 
the  amoimt  of  $23,709,969  is  proposed  for  1953-54,  an 
increase  of  $3,702,684  over  the  current  year.  Expand- 
ing enrollments,  already  being  felt  in  the  current  year, 
will  bring  an  estimated  record  number  of  29,113  stu- 
dents at  these  schools.''  This  upswing  of  2,362  students, 
reflecting  both  the  heavier  attendance  at  the  older 
colleges  and  the  proposal  to  offer  lower  division  work 
at  the  new  centers  in  Long  Beach  and  Sacramento, 
accounts  for  a  major  part  of  the  larger  appropria- 
tions recommended  for  1953-54.  Other  factors  con- 
tributing to  the  gain  are  the  operation  of  facilities 
to  house  additional  students,  the  added  costs  of  oper- 
ating new  campuses  at  four  of  the  colleges,  and  a 
$954,217  increase  in  State  support  for  all  colleges  due 
to  a  decline  in  veteran  titition  payments  by  the  Vet- 
erans Administration. 

Completion  of  the  first  unit  of  the  School  for  the 
Deaf  at  Riverside,  permitting  residential  training  for 
225  children,  accounts  for  the  principal  change  in 
expenditures  for  special  schools.  A  minor  increase  is 
also  occasioned  by  continued  expansion  of  the  new 
intensive  treatment  center  for  the  blind  in  Oakland. 
No  change  in  the  level  of  activity  is  anticipated  for 
the  three  blind  workshops,  but  rather  severe  shifts  to 
commercial  products  must  be  made  to  offset  declining 
Federal  orders. 

Seme  additional  assistance  will  be  needed  by  admin- 
istrative bureaus  of  the  Department  of  Education  in 
fulfilling  their  advisory  and  regulatory  responsibilities 
to  school  districts.  Increa.sed  State  support  of  voca- 
tional rehabilitation  is  also  proposed  as  a  means  of 
directing  this  program  to  the  better  economic  advan- 
tage of  the  State. 

A  summary  of  all  current  expense  for,education  is 
given  in  the  following  table : 

{Thousands  of  dolUrs) 

Change  from 

Actual         Estimated  Proposed  1952-53 

1951-52         1952-53  1953-54  Amount        Pet. 

Department    of    Education,     .$3,744           $4,463  .f5,031  $568         12  7 
State  colleges  and 

technical  colleges  ___  16,924  20,007  23,710  3,703  18.5 
Special  schools  and 

blind    centers    2,217             2,661             3,345  684  25  7 

University    45,818           51.710  59,483  7,773         is'o 

Other 149                174                181  7  4^0 

Totals    $68,853         $79,015         $91,751         $12,736         16.1 

'  Total  enrollment  o(  full-time  and  part-time  students  is  adjusted 
to  a  full-time  basis  for  each  institution  in  analyzing  budget 
needs. 

A-26 


(A  C 
Z< 

o  -J 


O) 


1- 

< 

q: 

UJ 

Q- 

o 

UJ 

H 

< 

1- 

"it 

co 

lO 

IT 

to 
in 

O 

c> 

U- 

«k 

ro 

CO 

lO 

LJ 

OJ 

(T 

lO 

3 

0) 

1- 

CJ 

^— 

in 

O 

2 

in 

UJ 

O) 

Q_ 

X 

UJ 

UJ 

> 

1- 

< 

cc 

< 

CL 

^ 

o 

o 

0^ 

< 


A-27 


Menial  Hygiene  and  Correciions— $85,622,000 

One  of  the  most  important  goals  in  the  State's  post- 
war building  jDrogram  has  been  the  provision  of  ade- 
quate facilities  at  State  hospitals  and  correctional 
centers.  The  coming  fiscal  j^ear  will  show  several  im- 
portant steps  toward  realization  of  this  goal,  with  the 
opening  of  two  new  mental  hospitals,  additional  units 
at  the  older  institutions,  a  new  prison,  and  larger 
facilities  at  the  correctional  schools.  Completion  of 
these  projects  will  make  it  possible  to  relieve  over- 
crowding, increasing  the  opportunity  for  proper  treat- 
ment and  lessening  the  dangers  which  alwaj's  accom- 
pany the  confinement  of  a  large  number  of  wards  in 
limited  areas.  It  will  permit  a  more  eomiDlete  segrega- 
tion of  prisoners  at  penal  institutions,  allowing  the 
assignment  of  inmates  to  facilities  designed  and  oper- 
ated to  achieve  a  maximum  rate  of  rehabilitation  and 
release.  It  will  provide  the  Youth  Authority  with  a 
physical  plant  more  nearly  in  keeping  with  its  respon- 
sibilities for  the  care  and  correction  of  young  offenders. 

During  recent  years,  California's  program  for 
mental  hygiene  and  corrections  has  been  increasingly 
focused  upon  the  economies  to  be  achieved  by  the 
return  of  patients  and  inmates  to  a  place  in  society. 
In  the  mental  hygiene  budget  for  1953-54  this  objective 
finds  further  expression  in  the  recommendations  for 
continued  research  in  the  treatment  of  mental  dis- 
orders, alcoholism,  and  sex  crime,  in  outpatient  and 
pre-admission  clinics,  in  the  community  education  pro- 
gram, and  in  the  increased  emphasis  upon  the  assign- 
ment of  patients  to  family  care  outside  the  hospitals 
wherever  possible.  Following  the  recommendations 
wliich  resulted  from  a  study  of  feeding  practices  and 
procedures,  provision  is  made  for  an  improvement  in 
food  rations  and  an  increase  in  the  kitchen  staff  at 
mental  hospitals. 

The  budget  for  corrections  reflects  these  basic  econo- 
mies in  the  additional  attention  given  to  parole  prob- 
lems— one  objective  of  which  is  the  earlier  release  of 
eligible  prisoners,  the  proposal  to  expand  the  inmate 
pay  programs,  the  intensified  in-service  training  of 
prison  employees,  and  the  modest  expansion  in  culi- 
nary, medical,  and  camp  personnel.  The  same  objective 
underlies  the  recommendations  for  better  classification 
and  supervision  at  the  correctional  schools  and  youth 
camps.  While  these  improvements  require  increased 
expenditures  at  the  moment,  experience  has  repeatedly 
demonstrated  the  fundamental  economy  of  rehabilita- 
tion as  compared  to  the  constant  financial  drain  in- 
volved in  mere  confinement  and  custody. 

Expenditures  for  maintenance  and  opei'ation  of 
mental  institutions  during  1953-54  total  $60,674,005 
under  the  recommendations  presented  in  this  budget, 
an  increase  of  $8,443,588  over  the  amount  required  in 
the  current  year.  Approximately  $1,150,000  of  this 
latter  amount  can  be  attributed  to  the  opening  of  a 
new  home  for  the  mentally  defective  at  Porterville, 
providing  relief  from  the  overcrowding  at  other  homes 
and  allowing  the  State  to  discharge  its  responsibility 
to  1,500  defectives  who  cannot  be  accepted  in  these  in- 
stitutions at  present. 

An  increase  of  $3,921,154  in  expenditures  for 
corrections  will  carry  the  total  for  this  purpose  to 
$24,948,429  during  1953-54.  Of  this  amount,  $18,544,- 
045  will  be  required  for  adult  corrections,  and  $6,404,- 
384  for  the  maintenance  of  facilities  operated  by  the 
Youth  Authority. 


A  summary  of  recommended  appropriations  for  these 
activities,  estimated  requirements  during  the  current 
j^ear,  and  actual  expenditures  during  1951-52  is  given 
below : 


(Thousands  of  dollars) 


Actual 
1951-52 

Mental  hygiene $45,585 

Corrections : 

Adult    facilities    14,188 

Youth  Authority 4,862 

Totals    $64,635 


Estimated 
1952-53 
$52,230 

15,660 
5,367 


Proposed 
1953-54 
$60,674 

18,544 
6,404 


Change  from 

1952-53 

Amount        Pet. 

$8,444        16.2 


$73,258 


85,622 


2,884 
1,037 


$12,364 


18.4 
19.3 


Highways,  Traffic  Law  Enforcement  and  Regulation 
of  Motor  Vehicles-$66,556,000 

For  services  to  motorists  during  the  1953-54  Fiscal 
Year,  the  State  government  will  spend  $66,556,025. 
This  amount  includes  the  planning,  administering,  and 
maintaining  of  State  highways,  enforcement  of  traffic 
laws  and  the  registration  of  motor  vehicles,  licensing 
of  motor  vehicle  operators,  and  adminiGtration  of  the 
financial  responsibility  law.  It  does  not  include  the 
cost  of  highway  construction  for  which  a  substantially 
larger  sum  is  scheduled. 

While  expenditures  in  this  broad  field  concern  every 
motorist,  one  proposal  in  particular  is  of  vital  inter- 
est. As  an  immediate  attack  ui^on  the  toll  of  highway 
deaths  and  accidents,  the  budget  proposes  the  addition 
of  180  uniformed  positions  to  strengthen  the  Highway 
Patrol.  This  represents  an  increase  of  12  percent  over 
the  i^resent  roll,  and  is  equivalent  to  one  additional 
officer  for  each  75  miles  of  State  highway.  The  cost  of 
this  improvement  will  be  approximately  $1,074,000. 
With  this  additional  strength  there  will  be  one  uni- 
formed officer  for  each  3,875  vehicles  registered  in  the 
State,  contrasted  with  a  ratio  of  one  officer  for  each 
3,521  vehicles  in  1948. 

The  increases  in  the  budget  of  the  Department  of 
Motor  Vehicles  result  primarily  from  increases  in 
workload,  intensification  of  the  driver  education  pro- 
gram, and  provision  for  additional  field  services.  The 
increase  in  current  expense  for  State  highways  is  at- 
tributable primarilj^  to  the  cost  of  maintenance  neces- 
sary in  conjunction  with  the  construction  of  new  and 
modern  highways  and  the  preservation  of  the  existing 
highway  system. 

{Thousands  of  dollars) 

Change  from 

Actual         Estimated        Proposed  1952-53 

1951-52         1952-53         1953-54  Amount        Pet. 

Traffic   law   enforcement—  $11,891         $13,584         $15,476  $1,892         13.9 
Regulation  of  motor 

vehicles    11,880           13,466           16,260  2,794         20.7 

State  highways  34,788          33,709          34.820  1,111          3.3 

Totals    $58,559         $60,758         $66,556  $5,798  9.5 

Conservation  and  Development  of  Natural 

Resources-$45,l  57,000 

Under  this  classification  are  included  the  several 
agencies  of  State  Government  whose  activities  are  di- 
rected toward  improved  utilization  and  conservation  of 
the  State's  natural  resources.  The  group  includes  the 
Departments  of  Agriculture  and  Fish  and  Game,  the 
Division  of  Water  Resources,  and  related  sections  in  the 
Department  of  Public  Works,  the  Reclamation  Board, 
and  the  Division  of  Fairs  and  Expositions  in  the  De- 
partment of  Finance.  The  combined  expenditures  of 
these  agencies  on  the  various  phases  of  resource  conser- 
vation and  development  will  be  $45,156,878.  Of  these 
agencies,  the  largest  and  most  diversified  is  the  Depart- 
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ment  of  Natural  Resources,  which  is  charged  with  the 
operation  of  State  beaches  and  parks,  the  protection  of 
forest  and  watershed  areas,  the  supervision  of  mining 
and  oil  field  activities,  and  with  assistance  in  the  forma- 
tion of  soil  conservation  districts.  During  1953-5-i  more 
than  $17,045,883  will  be  spent  on  this  work.  The  prin- 
cipal changes  include  an  augmentation  of  fire  crew 
strengtli  to  provide  for  better  supervision  and  full 
seven-day  staffing  in  key  ijositions,  a  rounding  out  of 
the  equipment  complement,  and  the  reactivation  of  the 
Whitmorp  work  camp  by  the  Division  of  Forestry. 
In  the  Division  of  Beaches  and  Parks,  the  recom- 
mended program  provides  for  improvement  in  the 
planning  for  park  and  beach  development,  the  opera- 
tion of  newly  developed  recreational  areas,  and  addi- 
tional per.sonnel  at  several  of  the  State  beaches  and 
parks.  Principal  changes  in  the  program  of  the  De- 
partment of  Fish  and  Game  include  conversion  to  a 
decentralized  regional  organization,  and  internal  ad- 
justments incidental  to  the  status  of  this  agency  as  an 
independent  department  of  State  Government.  With 
the  exception  of  the  Hall  scale  eradication  program  to 
be  initiated  by  the  Department  of  Agriculture,  and 
additional  emphasis  upon  water  problems,  the  budget 
recommendations  for  support  of  other  conservation 
agencies  are  geared  primarily  to  workload  require- 
ments. It  is  of  interest  that  the  i^reliminary  woi'k  on 
the  Feather  River  project  initiated  this  year  is  con- 
tinued into  1953-54  at  an  estimated  cost  of  $750,000. 
The  following  data  summarize  the  current  expense 
for  conservation  and  development  of  natural  resources : 

(Thousands  of  dollars) 

Change  from 

Actual        Estimated       Proposed  1052-53 

1951-52         1952-53         1953-54  Amount         Pet. 

Agriculture    $9,654        $10,446         $10,967  $521          5.0 

Fish  and  Game 5,858            7,094            7,313  219          3.1 

Beaches  and  parlis 2,454             2,788             3,043  255           9.1 

Forestry    10,408           11,823           12,659  836           7.1 

Mining,  gas  and  oil 839                914                985  71           7.8 

Water   resources   3,296             4,014             4,310  296           7.4 

Fairs  and  expositions 5,097             5,543             5,521  — 21       —0.4 

Other 267                  307                  358  51          16.6 

Totals    $37,871         $42,928         $45,157  $2,229  5.2 


Fiscal  Affairs-$29,2  7  6,000 

Expenditures  for  administration  of  the  State's  tax 
laws,  financial  management,  and  fiscal  control  during 
1953-54  are  budgeted  at  $29,216,487,  an  increase  of 
$2,165,981  over  the  comparable  total  for  the  current 
year.  About  half  of  this  change  is  accounted  for  in 
the  proposed  5  percent  adjustment  in  salary  scales,  and 
the  remainder  represents  a  realignment  of  operations 
to  meet  expanding  work  load. 

As  here  classified,  fiscal  affairs  include  the  tax  col- 
lection activities  of  the  State  Board  of  Equalization, 
the  Franchise  Tax  Board,  and  the  Controller's  Office, 
the  management  and  control  operations  of  the  Finance 
Department,  the  Controller's  duties  with  respect  to 
the  verifjdng  and  reporting  of  receipts  and  disburse- 
ments, and  the  responsibilities  of  the  State  Treasurer 
in  the  custody  and  investment  of  funds.''  Completion 
of  additional  office  buildings  during  the  current  year 
and  in  1953-54  will  increase  substantially  the  custodial 
duties  of  the  Department  of  Finance.  An  unexpectedly 

°  Collection  activities  of  other  agencies  are,  for  tlie  most  part, 
incidental  to  their  regrulatory  duties  and  are  not  included  in 
fiscal  affairs  for  that  reason.  The  most  important  of  these  are 
the  Department  of  iVIotor  Vehicles,  which  collects  motor 
vehicle  registration  and  weight  fees,  vehicle  license  fees  and 
other  similar  charges,  and  the  Department  of  Insurance, 
which  receives  reports  essential  to  administration  of  the 
Insurance  gross  premiums  tax. 


large  volume  of  personal  income  tax  returns  in  1952, 
with  a  further  increase  anticipated  in  1953-54,  neces- 
sitates a  revision  of  the  review  and  audit  activities  of 
the  Franchise  Tax  Board,  with  an  increase  of  $594,273 
in  the  expenditure  requests  for  that  agency. 

A  summary  of  the  totals  provided  for  each  of  the 
agencies  in  this  field  is  given  in  the  following  table: 

(Thousands  of  dollars) 

Change  from 

Actual        Estimated  Proposed  1952-53 

1951-52         1952-53  1953-54  Amount         Pet. 
Control  and  management: 

Board  of  Control $19                $23  $24  $1           4  3 

Controller «   1,455             1,736  1,806  70           4^0 

Dept.    of    Finance  <• 5,237             6,424  7,057  633           9.8 

Treasurer 211                230  234  4           1.7 

Suhtotals $6,921  $8,414  $9,122  $708  8.4 

Ta-\  collection; 

Board   of  Equalization-^  12,986  14,089  14,883  794  5  6 

Controller '   727  790  859  69  8.7 

Franchise  Tax  Board___  3,217  3,758  4,352  594  15.8 

Suhtotals $16,930         $18,637         $20,095  $1,458  7.8 

Totals,    fiscal   affairs'" $23,852         $27,051         $29,216  $2,165  8.0 

a  Excluding  tax  collection  divisions  of  the  Controller's  Ofiice. 

''  Excluding  Division  of  Fairs  and  Expositions  and  Division  of  State  Lands  (see  Con- 
servation of  Natural  Resources). 

•^  Tax  collection  divisions  only. 

d  After  credits  to  the  General  Fund  for  overhead  services  charged  to  agencies  sup- 
ported from  special  funds.  The  adjustment  is  necessary  to  avoid  duplication  of 
the  amounts  shown. 


Welfare  and  Public  Health-$20,353,000 

The  activities  classified  under  the  heading  of  wel- 
fare and  health  include  State  administration  of  the 
public  assistance  programs,  regulation  of  health  mat- 
ters, assistance  to  war  veterans,  and  safeguarding  the 
welfare  of  workers  in  the  industrial,  commercial,  and 
service  establishments  throughout  the  State.  In  the 
first  two  of  these  functions  the  State's  role  is  largely 
that  of  supervising  and  coordinating  the  work  of  local 
agencies,  though  a  considerable  volume  of  research 
and  investigation  of  health  matters  is  conducted  by  the 
State  in  addition  to  its  responsibility  for  local  health 
activities.  In  the  latter  two  fields — veterans '  assistance 
and  industrial  welfare — the  programs  are  almost  en- 
tirely State-administered  and  State-operated. 

In  total,  current  expenses  for  health  and  welfare  in 
the  1953-54  budget  amount  to  $20,352,611.«  Expendi- 
ture programs  presented  are  geared  directly  to  the 
immediate  needs  in  each  field.  The  Department  of  Pub- 
lic Health  is  intensifying  its  program  of  maternal  and 
child  care,  particularlj^  in  the  control  and  prevention 
of  diarrheal  diseases,  infant  mortality,  and  premature 
births.  Funds  are  provided  to  investigate  problems 
relating  to  the  disposal  of  radio-active  materials,  with 
particular  emphasis  upon  development  of  an  over-all 
State  policy  in  this  new  field.  In  comparing  the  1953-54 
budget  with  total  costs  in  1952-53,  the  effect  of  these 
developments  is  obscured  by  the  abnormally  high  ex- 
penditures related  to  the  encephalitis  epidemic  in  1952. 
Funds  for  encephalitis  control  resume  normal  pro- 
portions in  the  budget  for  the  coming  year. 

A  major  reorganization  proposed  for  the  Depart- 
ment of  Social  Welfare  in  1953-54,  adding  to  the  cur- 
rent operating  expense  of  this  agency,  will  provide 
better  administrative  control  over  the  large  subvention 
expenditures  with  an  accompanying  saving  in  aid  pay- 
ments. The  $223,684  increase  shown  in  the  recom- 
mended expenditure  of  this  department  is  traceable 

=  Excluding  $158,677,698  in  subventions  for  these  activities,  shown 
under  Local  Assistance. 
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to   the   proposed   reorganization   and   general   salary 
adjustment  and  to  a  moderate  increase  in  work  load. 

Administrative  expense  in  connection  with  veterans' 
affairs,  relatively  stable  during  recent  years,  will  con- 
tinue at  essentially  the  same  level.  The  opening  of  new 
barracks  at  the  Veterans'  Home  in  1953  will  contribute 
slightly  to  the  support  requirement  for  this  center. 

Expenditures  recommended  for  the  Department  of 
Industrial  Relations  are  influenced  by  the  State's  ex- 
panded labor  force  and  high  level  of  employment.  These 
fpctors  are  reflected  in  a  direct  work  load  increase,  plus 
the  need  to  intensify  enforcement  of  safety  regulations, 
the  compensation  insurance  laws,  and  the  statutes  gov- 
erning employment  of  women. 

(Thousands  of  dollars) 

Change  from 

Actual        Estimated       Proposed  1952-53 

1951-52         1952-53         1953-54  Amount         Pet. 

Industrial  relations $4,943          $5,548          $6,355  $707         12.7 

Public  health   4,725             5,289             5,327  38           0.7 

Social  welfare 1,961             2,099             2,323  224         10.7 

Veterans'  affairs 6,301             6,306             6,377  71           1.1 

Other 59                 67                 71  4          6.0 

Totals    $17,989         $19,310         $20,353  $1,043  5.4 


Other  Expense-$29,229,000 

This  miscellaneous  category  of  current  expense  com- 
prises most  of  the  general  government  functions  in  the 
State 's  program,  as  distinguished  from  the  service  and 
fiscal  management  activities  outlined  above.  The  ex- 
penditure total  includes  support  of  the  Legislature, 
courts,  executive  offices,  general  administrative  agen- 
cies,'' regulatory  bodies,  and  the  contingency  reserve 
which  cannot  be  allocated  to  specific  uses  at  this  time. 

The  regulatory  agencies,  such  as  the  Public  Utilities 
Commission,  the  six  offices  which  deal  with  the  general 
subjects  of  banking  and  investment,^  and  the  28  boards, 
bureaus,  and  commissions  regulating  the  professions 
and  vocations,''  contribute  the  principal  items  of  ex- 
pense in  this  group.  In  total,  these  account  for  $10,407,- 
831,  approximately  one-third  of  the  total.  Expenditure 
recommendations  of  $1,888,287  are  made  for  general 
administration,  including  the  Personnel  Board,  the 
State  Employees'  Retirement  Sj^stem,  the  Office  of  the 
Secretary  of  State,  and  the  Commission  on  Interstate 
Cooperation. 

With  the  exception  of  a  decline  in  expenditure  re- 
quirements for  the  Legislature,  arising  chiefly  by  rea- 
son of  the  shorter  legislative  session  to  be  held  next 
year,  there  are  no  outstanding  developments  in  this  field 
of  miscellaneous  expense.  Amounts  budgeted  for  each 
of  the  component  groups  in  1953-54,  together  with 
comparative  totals  for  the  current  year  and  for  1951-52, 
are  shown  in  the  following  table  : 

(Thousands  of  dollars) 

Change  from 

Actual        Estimated       Proposed  1952-53 

1951-52         1952-53         1953-54  Amount        Pet. 

Legislative $2,430           $3,726           $2,800  — $926     — 24.8 

Judicial   1,299             1,390             1,460  70           5.0 

Executive  and  civil  defense.       1,802            1,794            1,971  177          9.9 

General    administrative '__        1.675             2.010             l.SSS  — 122       — 6.1 

Regulative    8.646              9.507            10,408  901            9.5 

Other"     6,ST3            10,216              8,202  — 2,014     — 19.7 

Ecserve  for   contingencies »           —               608            2,500  1,892       311,2 

Totals    $22,726         $29,252         $29,229  —$23       —0.1 

^  After  credits  to  the  General  Fund  for  overhead  services  charged  to  agencies  sup- 
ported from  special  funds.  The  adjustment  is  necessary  to  avoid  duplication  of 
the  amounts  shown. 

•^  Including  the  Departments  of  Justice,  Military  Affairs,  and  Public  Works  (other  than 
expenditures  for  highways  and  water  resources),  and  miscellaneous  expenses, 

'^  The  amount  shown  for  1952-53  represents  the  unallocated  balance  of  $2,500,000 
emergency  and  price  increase  fund  provided  for  the  current  year.  The  $2,500,000 
given  for  1953-54  is  the  total  emergency  fund  requested  for  the  coming  fiscal 
year. 


CAPITAL  OUTLAY 

Aside  from  the  normal  utilization  of  motor  vehicle 
revenue  available  for  highway  construction,  the  capital 
outlay  expenditures  recommended  in  this  budget  are 
focused  upon  the  most  urgently  needed  facilities  at 
State  hospitals  and  homes,  prisons,  correctional  schools, 
and  educational  centers.  Of  the  $214,898,124  earmarked 
for  permanent  improvements,  $114,353,157  will  be 
used  for  highway  construction  and  activities  related 
to  motor  vehicle  regulation,  $42,816,100  for  mental 
and  correctional  institutions,  and  $28,252,079  for  spe- 
cial schools,  State  colleges,  and  the  University.  Other 
capital  outlay  recommendations  amount  to  $29,476,788, 
including  an  unallocated  fund  of  nine  million  dollars 
to  meet  pri<;e  adjustments  and  other  contingencies  in 
the  building  program. 

While  the  State's  building  program  still  contains  a 
large  element  of  catching  up  with  war  and  postwar  defi- 
ciencies, emphasis  is  gradually  shifting  to  the  prob- 
lem of  keeping  up  to  date  with  current  population 
growth.  California,  with  a  present  population  of  nearly 
twelve  million  people,  must  look  forward  to  a  1960  total 
of  more  than  fourteen  million.  This  means  a  population 
growth  of  one-third  during  this  decade.  The  State 's  fa- 
cilities— its  hospitals,  prisons,  schools,  and  colleges — 
must  keep  pace.  It  is  this  basic  need,  priced  at  a  cost 
level  nearly  three  times  that  of  prewar  years,  which 
sets  the  pattern  for  the  capital  outlay  recommendations 
for  1953-54. 

A  summary  of  expenditures  classified  by  principal 
governmental  functions  is  given  below : 

(Thousands  of  dollars) 

Change  from 

Actu.il  Estimated  Proposed               1952-53 

1951-52  1952-53  1953-54         Amount         Pet. 
Highways  and  vehicle 

regulation    $113,505  $121,652  $114,353       —$7,299       —6.0 

Jlental  hygiene  and 

corrections    31,328  49,665  42,816        —6,849    —13.8 

Education    19,660  44,235  28,252       — 15,983     — 36.1 

Conservation  of 

natural  resources 8,779  17,756  12,881         —4,875     —27.5 

.Social  welfare  and 

health    2,289  3,279  2,716           —563    —17.2 

Ml  other 5,427  19,845  13,879         -5,966     —30.1 

Totals    $180,989       $256,432       $214,898     —$41,534     —16.2 


Highways,  Traffic  Law  Enforcement  and  Regulation 
of  Motor  Vehicles-$1 14,353,000 

It  is  not  possible  to  summarize  here  the  multitude  of 
items  entering  into  the  capital  outlay  budget  for  high- 
ways. A  complete  statement  of  the  program  approved 
by  the  State  Highway  Commission  is  provided  in  the 
body  of  this  budget  and  may  be  referred  to  for  detailed 
information  on  the  projects  involved.  It  may  be 
observed,  however,  that  the  decline  in  highway  invest- 
ment indicated  for  1953-54  results  from  the  $19,000,000 
fund  for  acquisition  of  rights-of-waj'  created  by  Chap- 
ter 20  of  the  Statutes  of  1952,  Second  Extraordinary 
Session.  This  fund  is  budgeted  for  expenditure  in  the 
current  year  and  has  no  counterpart  in  the  1953-54 
total. 


"  General  administrative  agencies  include  tlie  State  Kmployees' 
Retirement  System,  the  Commission  on  Interstate  Cooperation, 
the  Personnel  Board,  and  the  Secretary  of  State's  OfRce. 

5  Divisions  of  Banking,  Building  and  Loan,  Corporations,  and  Real 
Estate  :  the  Department  of  Insurance  ;  and  the  District  Secu- 
rities Commission.  Regulatory  expense  incurred  by  other  de- 
partments incidental  to  their  principal  functions  are  not 
included   in    the   totals   presented   here. 

^  See  Budget  Schedule  3   for  a  list  of  these  agencies. 
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Expenditure  recommendations  for  the  Highway 
Patrol  and  the  Department  of  Motor  Vehicles  cover 
acquisition  of  local  office  building  sites  and  improve- 
ments at  the  Patrol  academy. 

(Thousands  of  dollars) 

Change  from 
Actual         Estimated        Proposed  1952-53 

1951-52         1952-53         1053-54        Amount        Pet. 

State  highways $112,779      $121,416       $113,929      —$7,487      —6.2 

Highway  patrol 162  105  316  211       200.6 

Motor  vehicle  regulation—  564  131  lOS  — 23    — 17.6 

Totals    $113,505        $121,653        $114,353       —$7,299       —6.0 

Mental  Hygiene  and  Corrections— $42,81 6,000 

Nearly  half  of  the  budget  appropriation  recom- 
mended for  capital  outlay  other  than  highways  will  be 
found  in  the  proposed  improvements  at  mental  hos- 
pitals and  correctional  facilities.  Of  the  $42,816,100 
total  for  this  group,  $25,767,767  has  been  allocated  to 
meet  hospital  needs,  $12,763,706  for  the  adult  prisons, 
and  $4,284,627  for  the  centers  operated  by  the  Youth 
Authority. 

Major  projects  of  the  Department  of  Mental  Hy- 
giene for  the  care  of  mental  defectives  include  a  new 
home  at  Costa  Mesa  in  Southern  California,  designed 
to  care  for  990  patients  and  estimated  to  cost  more 
than  eleven  million  dollars,  additional  facilities  at  the 
Porterville  mental  home  to  provide  490  beds,  a  receiv- 
ing hospital  and  ward  buildings  at  Sonoma  to  house 
800,  and  an  additional  ward  capacity  of  234  at  Pacific 
Colony.  In  addition,  special  urgency  legislation  wiU  be 
presented  to  authorize  immediate  construction  of  a 
hospital  annex  at  Pacific  Colony  to  accommodate  314 
patients.  A  coordinated  attack  upon  the  problem  of 
adequate  facilities  to  discharge  the  State's  respon- 
sibility for  the  mentally  defective  is  being  made  in 
this  phase  of  the  1953-54  capital  outlay  program. 

In  the  field  of  adult  corrections,  a  580  capacity 
reception-guidance  center  and  recreation  facilities  are 
proposed  for  the  new  Medical  Center  at  Vacaville.  New 
commissary  and  laundry  buildings  are  planned  at 
Folsom  and  San  Quentin  and  a  new  main  entrance 
and  parking  area  at  Chino. 

The  Youth  Authority  program  includes  site  pur- 
chase for  the  600-boy  capacity  Youth  Training  School, 
construction  of  auditoriums  at  Los  Guilucos  and  Paso 
Kobles,  building  of  detention  units  at  Paso  Robles  and 
the  Fred  C.  Nelles  School,  and  replacement  of  old 
structures  at  Preston,  including  two  dormitories,  ad- 
ministration, commissary,  vocational  trades  buildings, 
and  baking  addition. 

(Thousands  of  dollars) 

Change  from 
Actual         Estimated        Proposed  1952-53 

1951-52         1952-53         1953-51         Amount         Pet. 

Mental  hygiene $17,383         $30,009         $25,768       —$4,241     —14.1 

Corrections: 

Adult  facilities 7,661  11,993  12,764  771  6.4 

Youth  faciUties 6,284  7,663  4,285        —3,378    —44.1 

Totals    $31,328         $49,665         $42,816       —$6,849     —13.8 

Education-$28,252,000 

The  total  of  $28,252,079  budgeted  for  construction 
at  educational  centers  in  1953-54  includes  $11,642,054 
for  State  colleges  and  schools,  $16,601,775  for  the  Uni- 
ver,sity  of  California,  and  $8,250  for  the  Department 
of  Education. 

At  the  State  colleges,  major  emphasis  is  on  construc- 
tion of  classroom  and  gymnasium  facilities  for  estab- 
lished colleges  at  San  Jose,  San  Diego,  and  San  Luis 
Obispo,  where  enrollment  threatens  to  exceed  current 


capacity.  Second  units  of  joermanent  buildings  are  also 
provided  at  Long  Beach  State  College  and  the  School 
for  the  Deaf  at  Riverside,  where  presently  funded  con- 
struction programs  permit  onh^  partial  operation  of 
newly-established  facilities. 

The  major  units  comprised  within  the  $16,601,775 
budgeted  for  the  University  include  an  anthropology 
building  and  a  soils  and  plant  nutrition  building  at 
Berkeley,  a  horticulture  building  at  Davis,  a  life 
sciences  building  at  Los  Angeles,  a  residence  hall  at 
San  Francisco,  and  a  mi;sic  building  at  Santa  Barbara. 
Provision  is  made  for  the  acquisition  of  more  land 
needed  at  the  Berkelej'  and  Riverside  campuses.  Addi- 
tional supplies  and  equipment  are  provided  for  the  new 
medical  facilities  at  Los  Angeles  and  San  Francisco,  the 
life  sciences  building  at  Los  Angeles,  the  120  inch  tele- 
scope at  Mt.  Hamilton,  the  new  college  at  Riverside, 
and  the  new  campus  at  Santa  Barbara. 

Expenditure  recommendations  are  classified  by 
principal  types  of  institutions  in  the  following  table : 

(Thousands  of  dollars) 

Change  from 

Actual        Estimated  Proposed              1952-53 

1951-52         1952-53  1953-54         Amount         Pet. 

State  colleges $6,520        $19,602  $8,342    —$11,260    —57.4 

Technical    colleges    983             4,680  2,275         — 2,405     — 51.4 

Special  schools  and 

blind  centers 973            1.040  1.024             —15      —1.4 

University   11,184          18,666  16,602        —2,064    —11.0 

Other    -—                247  8            —238     —96.6 

Totals    $19,660         $44,235         $28,252     —$15,983     —36.1 

Conservation  and  Development  of  Natural 
Resources-$12,881,000 

With  a  constantly  growing  population,  conservation 
of  natural  resources  becomes  increasingly  important 
in  the  State's  development.  The  budget  for  1953-54 
provides  $12,881,392  for  capital  outlay  improvement 
of  recreational  areas,  forest  protection,  reclamation,  the 
promotion  of  agriculture,  and  water  conservation.  This 
represents  a  decrease  of  $4,875,033  from  the  total  for 
the  current  year,  with  most  of  this  change  to  be  found 
in  reduced  expenditures  for  improvements  at  agricul- 
tural fairs  and  in  beach  and  park  development. 

Purchases  of  new  beach  and  park  areas  are  budgeted 
at  $2,057,000,  while  construction  of  facilities  in  con- 
nection with  this  activity  is  scheduled  at  $1,155,000. 
Acquisition  of  forest  lands,  construction  of  fire  control 
stations,  and  improvement  of  forestry  camps  comprise 
the  principal  items  in  a  $2,076,000  program  of  capital 
outlay  to  protect  forest,  range,  and  brush  lands.  Fish 
and  game  development,  including  the  activities  of  the 
Wildlife  Conservation  Board,  will  require  capital  in- 
vestments of  $2,980,600. 

Expenditures  for  capital  outlay  at  agricultural  fairs 
are  budgeted  at  $2,832,291,  a  decrease  of  $3,356,754 
from  the  current  year's  level.  This  change  may  be 
traced  largely  to  the  fact  that  expenditures  for  im- 
provements at  district  agricultural  fairs  are  unusually 
large  in  the  current  year  and  will  be  at  a  more  normal 
level  in  1953-54.  Capital  outlay  for  other  agricultural 
activities,  including  border  inspection  stations,  the 
poultry  improvement  project,  reclamation,  and  water 
investigations  total  $1,780,131,  or  approximately  $400,- 
000  less  than  during  the  current  period.  Virtually  all 
of  this  decline  is  accounted  for  in  the  reduced  appro- 
priation for  border  stations,  as  the  work  of  rebuilding 
these  structures  draws  to  a  close. 

Capital  outlay  expenditures  classified  by  principal 
functions  are  given  below : 
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(Thousands  of  dollars) 

Change  from 

Actual        Estimated  Proposed  1952-53 

1951-52         1952-53  1953-54  Amount         Pet. 

Aerieulture    $209              $671  $278  —$393     —58.5 

Fairs  and  expositions 1,962             6,189  2.832  —3,357     —54.2 

Beaches  and  parks 1,610             5,644  3,212  —2.432     — 13.1 

Forestry    737             1.625  2,076  451         27.8 

Fish  and  game 3,660            2,114  2,981  866        41.0 

neelamatlon    602             1,339  1.270  —69       —5.2 

Water  resources —               174  232  58        33.5 

Totals    $8,779  S17.756  $12,831       —$4,875     —27.5 

Social  Welfare  and  Healih-$2,7T 6,000 

Projects  at  the  Veterans'  Home  and  the  construc- 
tion of  employment  offices  in  various  localities  through- 
out the  State  constitute  the  permanent  improvement 
prog-ram  recommended  in  the  welfare  area.  Provision 
is  made  for  a  120-bed  addition  to  the  ho.spital  at  the 
Veterans'  Home,  a  new  residence  for  the  Commandant, 
and  minor  items,  costing  in  total  $1,689,770.  Under  the 
long-term  program  of  local  office  construction  for  the 
Department  of  Employment,  appropriation  of  $371,332 
is  recommended  for  the  purchase  of  sites  for  future 
buildings,  $16,300  for  planning,  and  $639,000  for  new 
structures. 

Capital  outlay  expenditures  for  these  functions  in 
1951-52,  including  public  health  offices,  amounted  to 
$2,289,429,  and  are  estimated  at  $3,278,902  for  the 
current  year. 

All  Ofher-$l 3,879,000 

The  principal  item  included  in  this  miscellaneous 
capital  outla_y  category  is  the  unallocated  fund  pro- 
vided to  meet  price  contingencies  in  the  building  pro- 
gram as  a  whole.  Experience  during  recent  years  has 
repeatedly  demonstrated  the  necessity  for  a  reserve  of 
this  kind,  and  the  amount  recommended  has  been  de- 
termined after  an  analysis  of  the  price  factors  involved. 

Capital  outlay  appropriations  for  general  purposes, 
including  allotments  for  the  reconstruction  and  reno- 
vation of  office  .structures,  amount  to  $2,128,000,  a  de- 
cline of  nearly  $3,373,000  from  the  corresponding  total 
for  the  current  year.  The  new  appropriation  provides 
for  the  acquisition  of  office  building  sites  in  certain  of 
the  major  cities  and  for  the  construction  of  a  textbook 
warehouse  adjoining  the  new  printing  plant. 

(Thousands  of  dollars) 

Change  from 

Actual         Estimated  Proposed  1952-53 

1951-52         1952-53  1953-54  Amount         Pet. 

General   government    $1,633           $5,501  $2,128  —$3,373     —61.3 

MiUtary  affairs 337             3.260  1.269  —1,991     —61.1 

Civil  defense 3.442            2.791  532  —2.259    —80.9 

Other 15 

Unallocated —            8,294  9.950  1.656         20.0 

Totals    $5,427         $19,845         $13,879       —$5,966     —30.1 

LOCAL  ASSISTANCE 

State  payments  to  local  units  of  government  during 
1953-54  are  expected  to  reach  the  record  total  of  $744,- 
069,344.  This  is  $88,008,739  above  the  estimated  total 
for  the  current  year,  due  chiefly  to  the  increase  in  State 
support  of  public  schools,  larger  apportionments  of 
revenue  for  roads  and  streets,  and  a  greater  return 
from  the  license  fee  levied  in  lieu  of  local  property 
taxes  on  motor  vehicles.  Appropriations  fixed  by  pro- 
visions of  the  Constitution  or  statutes  will  increase 
$100,646,765  over  the  total  of  such  charges  in  the  cur- 
rent year,  but  items  subject  to  direct  control  will  de- 
crease $12,638,026.  The  latter  change  is  due  entirely 
to  the  elimination  of  the  current  $20,000,000  non-recur- 
ring appropriation  for  local  school  buildings.  Other 
controllable  expenditures  for  local  assistance  will  in- 
crease approximately  $7,000,000. 


In  terms  of  the  six  broad  governmental  functions 
outlined  above,  approximately  fifty-five  cents  of  each 
local  assistance  dollar  goes  to  education,  nineteen  cents 
to  social  welfare,  eleven  cents  to  roads  and  streets,  and 
fifteen  cents  to  other  governmental  activities.  There 
are  no  subventions  for  mental  hj-giene,  and  the  amount 
for  corrections  is  negligible  in  the  over-all  total.  A 
summary  of  payments  estimated  for  1953-54,  the  in- 
crease in  each  general  category,  and  the  percentage 
distribution  by  class  are  shown  in  the  table  IdcIow  : 

Budgeted 

expenditures  Change  from  1952-53  Percent 

1953-54  Amount            Per-  of  totai 

(millions)  (millions)           cent  assistance 

Education $407.0  $75.1  22.6  54.7 

Social  welfare 144.8  1.2  0.8  19.4 

Public  health 13.8  0.4  2.9  1.9 

Roads  and  streets S4.4  4.6  5.7  11.3 

Conservation  of  resources  9.3  3.6  64.0  1.3 

All  other 84.7  3.1  3.8  11.4 

Totals $744.1         $88.0         13.4       100.0 

Subventions  for  Education— $406,958,000 

Payments  for  support  of  public  schools  and  related 
activities  will  amount  to  $406,957,890  during  the  period 
covered  by  this  budget — an  increase  of  $75,156,140 
over  requirements  in  the  current  year.  Normal,  recur- 
ring expenditures  for  this  purpose  will  expand  by 
nearly  one  hundred  million  dollars,  but  this  sum  will 
be  partially  offset  by  a  non-recurring  appropriation 
in  the  current  year  of  $20,000,000  for  the  construction 
of  local  school  buildings.  To  the  extent  of  this  offset, 
a  comparison  of  expenditures  in  the  two  years  tends 
to  obscure  the  basic  change  in  State  support  for  public 
schools  which  becomes  effective  in  this  budget. 

Several  factors  contribute  to  this  increase.  The 
most  important  of  these  is  the  action  of  California 
voters  last  November  in  approving  by  a  2  to  1 
majority  a  constitutional  amendment  which  raised 
State  support  for  public  schools  from  $120  to  $180 
per  unit  of  attendance.  As  prior  legislation  had 
already  provided  an  average  of  approximately  $147 
per  pupil  for  the  current  year — substantially  more 
than  the  constitutional  minimum — the  actual  increase 
amounts  to  $33  per  pupil,  but  this  change  ajoplied  to 
an  attendance  list  of  2,040,000  results  in  expansion  in 
school  apportionment  of  approximately  $67,000,000.  A 
second  factor  is  the  rapid  growth  in  school  enrollment — 
7.1  percent  over  the  total  for  the  previous  year  and  more 
than  twice  the  relative  rate  of  increase  in  the  total 
jDopulation.  The  wave  of  births  which  started  in  1934 
reached  tidal  proportions  in  the  postwar  years.  These 
children  are  now  entering  the  school  system,  carrying 
enrollments  to  new  record  levels  each  successive  year, 
and  this  trend  will  continue  for  at  least  another 
decade.  The  estimated  attendance  of  2,040,000  this 
year,  which  will  be  the  base  for  apportionments  in 
1953-54,  compares  with  the  last  year's  record  of 
1,904,926  and  1,783,637  in  1950-51.  This  rapid  growth 
adds  approximately  $21,000,000  to  State  support  re- 
quirements in  1953-54,  resulting  in  a  total  increase 
of  $87,435,000  over  the  corresponding  amount  for 
schools  in  the  current,  1952-53,  Fiscal  Year. 

The  appropriation  required  to  fulfill  the  State's  ob- 
ligation under  the  teachers'  retirement  program  is 
estimated  at  $22,166,800,  an  increase  of  $3,644,800 
over  the  current  year.  In  the  last  two  years,  the 
State's   annual  appropriation  for  this  purpose  has 
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beeu  less  than  estimated  expenditure  requirements 
as  a  result  of  unexpended  funds  carried  forward  from 
the  previous  period.  This  situation  will  be  reversed 
in  1953-54,  when  it  will  be  necessary  to  include  in  the 
appropriation  an  amount  of  $530,000  to  liquidate  a 
deficit  in  the  current  year's  allowance.  This  reversal, 
coupled  with  a  larger  number  of  retirements  antici- 
pated next  year  under  the  liberalized  benefit  program 
authorized  in  1949,  accounts  for  the  advance  in  re- 
tirement contributions  from  the  State  General  Fund 
during  the  coming  fiscal  year. 

State  expenditures  for  debt  service  on  school  build- 
ing bonds  will  increase  nearly  50  percent  to  reach 
$8,653,000  in  1953-54  as  maturity  dates  fall  due  on 
an  increasing  volume  of  these  obligations,  and  interest 
payments  are  required  on  the  $415,000,000  worth 
of  bonds  authorized  for  issiiance  since  the  program 
started  two  years  ago.  The  sum  estimated  for  the 
coming  period  represents  the  State's  fixed  responsi- 
bility after  deducting  repayments  of  principal  and 
interest  by  the  local  districts  which  have  received 
loans  from  the  State. 

Appropriations  for  free  textbooks,  $3,366,832,  will 
be  fifty  percent  greater  than  in  the  current  fiscal  year, 
reflecting  both  the  increasing  enrollment  trend  and  a 
greater  number  of  editions  due  for  revision  and  re- 
placement. 

Subventions  for  vocational  education  and  child 
care  centers  will  remain  essentially  at  current  levels, 
marking  a  continuation  of  the  trends  evident  in 
recent  j^ears  with  regard  to  these  items. 

A  summary  of  subventions  for  the  educational  func- 
tion follows : 

(Thousands  of  dollars) 

Change  from 

Actual  Estimated  Estimated  1952-53 

1951-52  1952-53  1953-54  Amount         Pet. 

School  support $239,969  $279,747  $367,183  $87,436         31.3 

Teachers'  retirement 16,390  18,522  22,167  3,645         19.7 

School  building 

construction    — 97  19,750"  — 6S  — 19,818 

Child  care   centers 4,802  5,357  5,357 

Free  textbooks 2,603  2,243  3,367  1,124         50.1 

Vocational  education 357  299  300  1          0.3 

Cerebral  palsied 

(Construction)     14                

Debt  serace   2,361  5,884  8.653  2,769         47.0 

Totals    $266,399       $331,802       $406,958         $75,156         22.6 

*  Net  result  of  $20,000,000  current  appropriation  less  $250,000  return  of  unused 
funds  loaned  from  prior  appropriations. 

Social  Welfare-$1 44,830,000 

In  sharp  contrast  with  the  upward  trend  in  educa- 
tional costs,  subventions  for  social  welfare  are  ex- 
pected to  remain  relatively  stable  during  the  next  year. 
The  sum  of  $144,830,145  is  provided  for  this  purpose 
against  $143,659,822  estimated  for  the  present  year 
and  $148,445,005  actually  spent  in  1951-52. 

Welfare  grants  include  old  age  security,  aid  to  the 
blind,  and  aid  to  needy  children.  Case  loads  in  all  three 
categories  have  shown  remarkable  stability  during 
recent  months,  particularly  when  contrasted  with  the 
rapid  growth  which  characterized  some  of  the  earlier 
years.  Actual  and  estimated  case  loads  in  the  major 
programs  during  the  period  covered  by  this  budget  are  : 

(Average  cases  during  the  year) 
1951-52  1952-53  1953-54 

Old  age  security 272,860  273,880  278,600 

Aid  to  needy  blind 10,867  11,330  11,870 

Aid  to  partially  self-supporting 

blind 539  520  520 

Aid  to  needy  children 136,558  134,648  133,960 

Totals    420,824         420,378         424,950 


A  tight  employment  situation,  which  has  kept  a 
greater  number  of  the  older  workers  in  the  labor  force 
and  allowed  responsible  relatives  better  opportunity  to 
support  their  dependents,  undoubtedly  is  an  impor- 
tant element  in  the  current  case  load  stability.  Another 
is  the  increase  in  Federal  old  age  and  survivors  insur- 
ance benefits,  which  has  raised  individual  resources 
and  lessened  the  need  for  public  assistance  based  on 
need.  Both  of  these  will  continue  to  exercise  an  in- 
fluence in  1953-54,  but  the  effect  may  not  be  sufficient 
to  balance  an  increase  of  approximately  4  percent  in 
the  State's  population  65  years  of  age  and  over.  Con- 
sequently, allowance  has  been  made  for  a  moderate 
rise  in  the  aged  case  load  next  j^ear,  sufficient  to  carry 
the  average  to  278,600  cases.  This  assumption  will  be 
reviewed  as  additional  experience  is  obtained.  If  a  re- 
sumption of  previous  trends  becomes  apparent,  the 
forecast  may  have  to  be  revised  upward,  with  an 
accompanying  increase  in  the  amount  of  money  re- 
quired. If  present  trends  are  maintained,  or  if  a  fur- 
ther decrease  appears  likely,  the  estimate  will  be  revised 
accordingly. 

The  Social  Security  Act  amendments  of  1952  in- 
creased the  benefits  under  the  old  age  and  survivors 
insurance  system  and  provided  greater  Federal  partici- 
pation in  the  categorical  aid  payments.  There  resulted 
a  net  gain  in  the  average  monthly  payment  to  the 
recipients  of  old  age  security  and  aid  to  needy  blind 
as  the  Federal  increase  in  these  two  categorical  aids 
was  passed  on  by  State  legislative  action. 

Due  to  the  changes,  total  General  Fund  cost  for 
old  age  security  dropped  from  $106,145,005  for  1951-52 
to  $103,137,600  estimated  for  1952-53,  and  is  estimated 
at  $104,374,700  for  1953-54. 

Blind  aid  and  payments  under  the  program  of  assist- 
ance to  partially  self-supporting  blind  are  expected  to 
continue  the  nominal  increase  recorded  in  recent  years. 
The  number  of  needy  children  is  estimated  to  decrease 
slightly,  as  greater  emphasis  upon  rehabilitation  of 
parents  through  vocational  training  and  the  expansion 
of  job  oiDportunities  achieves  a  better  balance  between 
the  number  of  new  cases  accepted  and  the  number 
closed.  The  General  Fund  cost  is  less  for  1953-54  as 
a  result  of  the  greater  Federal  participation,  even 
though  an  increase  in  the  cost  of  living  has  raised  the 
amount  of  the  average  payment. 

PajTuents  for  medical  care  of  aged  and  blind  after 
the  first  two  months  of  confinement  in  county  hospitals 
are  estimated  at  $1,334,800,  compared  with  "$1,311,600 
in  the  current  year  and  $1,267,705  in  1951-52.  Reim- 
bursement to  counties  for  the  expense  of  licensing  and 
inspecting  boarding  homes  for  aged  and  children  and 
for  administrative  cost  of  the  a(ioption  program  will 
show  a  moderate  increase. 

Amounts  provided  for  each  of  the  social  welfare  sub- 
ventions are  summarized  in  the  following  table : 

(Thousands  of  dollars) 

change  from 

Actual         Estimated       Estimated  1952-53 

1951-52         1952-53         1953-54  Amount         Pet. 

Old  age  security $106,145       $103,138       $104,375  $1,237          1.2 

Security  for  the  bUlld___         5,077             5,261             5,507  246           4.7 
Aid  to  partially 

self-supporting  blind              453                457                464  7           1.5 

Aid  to  needy  children 33,836           31,385           30,625  —759       —2.4 

County  hospital  care 1,268            1,312            1,335  23          l.S 

Subtotals     $146,779  $141,552  $142,306              $754           0.5 

Reimbursement  for: 

Inspections    632  694  740                  46           6.6 

Adoptions    709  1,064  1,435                371         34.8 

Veterans'  service 325  350  350 

Totals    $148,445       $143,660       $144,830  $1,170  0.8 
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Roads  and  Streets— $84,413,000 

A  gain  in  motor  vehicle  registrations  and  the  rising 
volume  of  motor  fuel  consumption  for  the  coming  fiscal 
year  will  result  in  a  $4,568,856  increase  in  the  State- 
collected  funds  for  local  roads  and  streets.  Apportion- 
ments for  this  purpose  are  estimated  at  $84,412,630,  of 
which  $60,757,567  will  go  to  counties  as  their  share 
of  fuel  tax  and  registration  fee  receipts,  while  $23,655,- 
063  will  become  available  to  municipalities  for  mainte- 
nance and  construction  of  city  streets  not  in  the  State 
highway  system.  These  amounts  are  predicated  upon 
continuance  of  the  present  4|-  cents  per  gallon  gasoline 
tax  and  the  existing  sharing  provision  which  gives  one 
and  three-eighths  cents  to  counties  and  five-eighths  of  a 
cent  to  cities.  In  addition,  county  governments  receive 
a  specified  share  of  motor  vehicle  registration  and 
weight  fees,  based  partially  upon  the  trend  in  vehicle 
registrations.  Amounts  for  each  purpose  are  shown 
below : 

(Thousands  of  dollars) 

Change  from 
Actual         Estimated       Estimated  1952-53 

1951-52         1952-53         1953-54  Amount         Pet. 
For  county  roads: 

Fuel  tax $45,710         $49,183         $52,041  $2,859  5.8 

Registration  fees 7,804  8,305  8,716  411  4.9 

Subtotals    $53,514         $57,488         $60,758  $3,270  5.7 

For  city  streets: 

Fuel  tax 20,777  22,356  23,655  1.299  5.8 

Totals    $74,292         $79,844         $84,413  $4,569  5.7 

Public  Health-$1 3,848,000 

Grants  to  local  governments  for  public  health  pur- 
poses, which  were  among  the  most  rapidly  expanding 
services  of  government  a  few  years  ago,  have  recently 
stabilized  at  a  level  of  approximately  $13,000,000  an- 
nually. Appropriations  for  this  purpose  are  entirely 
controllable  in  the  budget  making  process.  There  are 
no  fixed  or  mandatory  charges,  although  the  formulas 
for  distribution  of  tuberculosis  subsidies  and  aid  to 
cripijled  children  tend  essentially  to  fix  the  amounts  to 
be  provided  for  these  purposes. 

In  total,  the  $13,847,553  recommended  for  health 
subventions  in  1953-54  represents  a  gain  of  2.9  percent 
over  the  current  amount,  an  increase  paralleling  an- 
nual population  growth.  Most  of  the  change  occurs  in 
the  items  of  State  aid  for  the  support  of  local  health 
departments.  Minor  increases  are  shown  in  payments 
for  tuberculosis  care  and  the  care  of  crippled  children, 
while  a  small  decrease  is  anticipated  in  the  apportion- 
ment of  aid  for  local  hospital  construction. 

(Thousands  of  dollars) 

Change  from 

Actual        Estimated      Estimated  1952-53 

1951-52         1952-53         1953-54  Amount         Pet. 

$2,761           $2,872           $3,202  $303         11.5 

4,937             5,188             5,266  79           1.5 

1,531             3,375             3,440  65      '     1.9 

398  400  400  

2,542             1,624             1,540  —84       —5.2 


Local  healtli  departments- 
Tuberculosis  subsidies 

Crippled  children  * 

Mosquito  and  gnat  control. 
Hospital  construction 


Totals    $12,168         $13,459 


$13,848 


2.9 


*  Including  assistance  to  school  districts  for  the  treatment  of  cerebral  palsied  chil- 
dren. 


Conservafion  of  Natural  Resources— $9,305,000 

Two  items  dominate  the  State 's  subventions  for  con- 
servation and  development  of  natural  resources — the 
apportionments  of  horse  racing  revenue  for  support  of 
county  agricultural  fairs,  and  grants  for  flood  control. 
The  former  involves  estimated  payments  of  $3,085,360 


in  the  coming  year,  approximately  $1,172,000  below 
the  corresponding  amount  for  1952-53.  The  decline 
results  from  an  increase  in  other  appropriations  having 
a  prior  claim  upon  the  Fair  and  Exposition  Fund  and 
from  a  drop  in  unexpended  balances  carried  forward 
from  the  previous  year.  The  latter — flood  control — 
will  increase  materially  in  1953-54  when  further  reim- 
bursement for  expenditures  on  a  major  project  in  the 
Los  Angeles-San  Gabriel  area,  approved  in  1948,  will 
be  due. 

A  summary  of  expenditure  items  comprising  the 
subventions  for  conservation  and  resource  development 
follows : 


Actual 
1951-52 

Aid  to  fairs $2,224 

Flood  control 1,902 

Agricultural  commissioners  _        114 
Other    702 

Totals    $4,942 


(Thousands  of  dollars) 

Estimated      Estimated 
1952-53         1953-54 

Change  from 

1952-53 

Amount         Pet. 

$4,258           $3,0S5 

—$1,172     —27.5 

352             5,088 

4,735    1,345.2 

123                 132 

9           7.3 

939             1,000 

61           6.5 

$5,672 


9,305 


$3,633 


64.0 


Other  Assistarice—$84,7 16,000 

Miscellaneous  subventions  and  .shared  revenues  have 
been  budgeted  at  $84,716,000  for  the  ensuing  fiscal  year. 
The  total  includes  amounts  to  be  apportioned  from 
the  State-collected  liquor  license  fees,  the  assessment 
upon  motor  vehicles  levied  in  lieu  of  property  taxes, 
subventions  for  local  public  works  under  the  $90,000,- 
000  appropriation  authorized  in  1946,  contributions 
toward  the  compensation  of  superior  court  judges,  the 
retirement  fund  provided  for  judges  of  superior  and 
municipal  courts,  and  other  general  purpose  grants 
from  the  State  to  local  luiits  of  government. 

Principal  developments  under  this  heading  involve 
a  substantially  larger  apportionment  from  the  motor 
vehicle  in  lieu  tax,  generated  by  the  increasing  volume 
of  new,  higher  priced  vehicles  in  the  registration  struc- 
ture. Distributions  of  this  money  and  apportionments 
of  liquor  license  fees,  which  were  accelerated  in  1951-52 
by  legislative  direction,  will  reflect  the  normal  out- 
flow of  revenue  collections  in  the  present  year  and  in 
1953-54.  It  is  expected  that  subventions  for  local  public 
works  will  continue  to  decline  as  the  1946  appropria- 
tion is  gradually  exhausted. 

The  sum  of  $3,000,000  appropriated  in  1952  for 
earthquake  damage  will  be  entirely  allocated  in  the 
current  fiscal  j^ear  and  no  corresponding  payment  is 
contemplated  in  1953-54. 

Amounts  estimated  to  be  distributed  during  fiscal 
1954  under  each  of  the  several  items  comprising  this 
group,  together  with  corresponding  amounts  for  the 
two  previous  years,  are  shown  below : 

(Thousands  of  dollars) 

Change  from 

Actual  Estimated  Estimated  1952-53 

1951-52  -     1952-53  1953-54  Amount         Pet. 

Vehicle  license   fees $72,793  $64,684  $70,989  $6,305           9.7 

Liquor  license  fees 8,216  8,171  8,182  11          0.1 

Postwar  public  works 2,670  2,990  2.700  — 290       — 9.7 

Judges'  salaries  and 

retirement   1,572  1,681  1,727  46           2.7 

Earthquake  damage ___  3,000  ___  — 3,000  — 100.0 

Aid  for  juvenile  homes 

and  camps 713  745  793  48          6.4 

All  other  *   390  354  325  —29       —8.2 

Totals    $86,354         $81,625         $84,716  $3,091  3.8 

*  Includes  apportionment  of  unrefunded  gasoline  tax  on  aircraft  fuel  and  workmen's 
compensation  insurance  for  disaster  service  workers. 
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CAPITAL  OUTLAY  BUDGET 

Governors  Office: 
Office  of  Civil  Defense 

Agriculture: 

Department  of  Agriculture 

Poultry  Improvement  Commission 

Totals,  Agriculture 

Corrections: 

Department  of  Corrections: 

Departmental  Administration 

Medical  FacUity 

Institution  for  IMen,  Cliino 

State  Prison  at  Folsom 

State  Prison  at  San  Quentin 

State  Prison  at  Soledad 

New  Medium  Security  Prison 

Deuel  Vocational  Institution          

Institution  for  Women 

Adult  Authority 

Totals,  Department  of  Corrections,  _ 

Youth  Authority: 

Departmental  Administration 

Youth  Training  School 

Northern    California    Reception   Center 

end  Chnic 

Southern    California    Reception    Center 

and  Clinic 

Forestry  Camps  for  Boys 

Fricot  Ranch  School  for  Boys 

Fred  C.  Nelles  School  for  Boys 

Paso  Robles  School  for  Boys 

Preston  School  for  Boys 

Los  Guilucos  School  for  Girls 

Ventura  School  for  Girls 
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$41,372,133 
514,035 


$40,858,100 
7,844,576 


105,686,932 


Schedule  4 
GENERAL   FUND-STATEMENT   OF   FINANCIAL   CONDITION,   JUNE   30,    1952 

ASSETS 

Caah 

In  State  Treasury $35,256,275 

In  Transit  From  Agencies 4,341,440 

Agency  Accounts 1,774,420 

Total  Cash _ 

Less;  Reserve  for  Uncleared  Collections 

Net  Total  Cash,_ 

Agency  Revolving  Funds 

Investments 

Bonds  at  Par_-_ $96,185,000 

U.  S.  Treasury  Notes,  at  Cost 9,501,637 

Unamortized  Premium  and  Accrued  Interest,  Less  Discount 295 

Total  Bond  Investments 

Accounts  Receivable — Current 

Due  From  Other  Funds _ _ $3,886,753 

Equity  in  Feeder  Funds 8,386,380 

Abatements  and  Reimbursements 4,908,081 

Advances  to  Counties  for  Aid  to  Aged,  Blind,  and  Needy  Children: 

State's  Share _._ 13,122,809 

Federal  Share - _ 21,123,693 

Sundry  Accounts  Receivable 1,299 

Total  Accounts  Receivable,  Current 

Accounts  Receivable — Other  (Fully  Reserved) 

Revenue  Receivable $5,812,726 

Toll  Bridge  Authority. _._ 1,605,596 

Sixth  District  Agricultural  Association 1,238,745 

Unreimbursed  Debt  Service — Public  School  Building  Loan  Fund 3,178,883 

Due  From  Agriculture  Fund 7,169 

Advance  to  Business  and  Professions  Building 160,908 

Flood  Control  Project  Maintenance  Revolving  Fund 93,588 

Due  From  School  Districts  for  Apportionment  Adjustment  Pursuant  to 

Correction  in  Reported  Local  Tax  Rate 68,787 

Sundry  Accounts  Receivable 554,492 

Total -- - ---  $12,720,894 

Less :  Reserve  for  Uncollected  Accounts  Receivable . 12,720,894 

TOTAL  ASSETS - 


51,429,015 


$205,818,623 


LIABILITIES  AND  RESERVES 

Liabilities 

Claims  Payable  Filed $4,224,473 

Accounts  Payable _ 30,388,514 

Due  to  Other  Funds - -  310,754 

TOTAL  LIABILITIES - 

Reserves 

Reserve  for  Prepaid  Appropriation  Reimbursements  and  Deferred  Abate- 
ments of  Expenditures  for  1952-53  F.Y 


$34,923,741 


914,462 


SURPLUS 


Unappropriated  Surplus,  June  30,  1952 $143,153,793 

Unencumbered  Appropriation  Balances  Estimated  to  Revert 14,927,397 

Unencumbered  Appropriation  Balances  Chargeable  to  Subsequent  Fiscal 

Years - - 11,899,230 

Accumulated  Surplus  Available  for  Expenditure 

TOTAL  LIABILITIES,  RESERVES  AND  SURPLUS 


169,980,420 


$205,818,623 
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Schedule   11 

STATEMENT   OF   BONDED   DEBT   OF   THE   STATE   OF  CALIFORNIA 

AS   OF   NOVEMBER  30,    1952 

This  statement  does  not  include  bonds  issued  under  authority  of  state  instrumentalities,  such  as  the  Toll  Bridge  Authority, 
Water  Project  Authority,  Board  of  State  Harbor  Commissioners,  World  Trade  Center  Authority,  and  state  colleges  and 
the  University  of  California,  which  bonds  are  not  general  obligations  of  the  State. 


Name  of  issue 

Rate  of 
interest 

Date  of 
maturity 

Amount 
authorized 

Amount 
unsold 

Redemption 

to 

November  30, 

1952 

Amount 

outstanding 

November  30, 

1952 

Amounts  in 
sinking  funds  for 
payment  of  prin- 
cipal November 
30,  1952 

GENERAL  OBLIGATION  BONDS 

GENERAL  FUND 

4% 

4% 

4H% 

4^H% 

2M-4H% 

4M% 

4% 

43^% 

4H-5Ji% 

1-4H% 

1965 
1916-65 
1921-65 

1932-65 
1934-57 
1932-71 
1917-61 
1923-62 
1926-65 
1952-76 

$3,000,000 
1,000,000 
1,800,000 

8,500,000 

6,000,000 

1,000,000 

18,000,000 

15,000,000 

40,000,000 

250,000,000 

185,000,000 

$3,000,000 
260,000 
520,000 

3,250,000 

1,250,000 

475,000 

3,600,000 

3,750,000 

13.000,000 

246,800,000 

$3,000,000 
260  000 

San  Francisco  State  Buildings  of  1913i 

$740,000 
1,280,000 

5,250,000 

4,750,000 

525,000 

14,400,000 

11,250,000 

27,000,000 

3,200,000 

520,000 

3,250,000 

1,250,000 

475,000 

State  Buildings  and  University  Buildings  of 
19251        

nnlifnrnifl.  Tpnth  OlympinH  nf  1  P^7 

First  Highway  of  1909 

Third  Highway  of  1919          

State  School  Building  of  1949 

9 

8185,000,000 

9 

Totals,  General  Obligation  Bonds,, 

$529,300,000 

$9,000,000 

10,000,000 

10,000,000 

1,000,000 

$185,000,000 

868,395,000 
$5,197,000 

8275,905,000 

83,803,000 

9,450,000 

8,300,000 

448,000 

'88.755.000 

SELF-LIQUIBATING  BONDS^ 

SAN  FRANCISCO  HARBOR 
IMPROVEMENT  FUND 

4% 

4% 

1M-3K% 

4% 

1985 

1989 

1952-76 

1985 

$58,056 

$550,000 

1,500,000 

147,000 

4,193,419 

San  Francisco  Harbor  Improvement  of  1929'- 
India  Basin  of  1909».       

200,000 
405,000 

100,000 
13,991 

$30,000,000 

$20,000,000 
30,000,000 
30,000,000 
100,000,000 
100,000,000 
150,000.000 

$2,197,000 

85,802,000 

818,975,000 

27,346.000 

7,800,000 

9,930,000 

2,150,000 

822,001,000 

81,025,000 
2,654,000 
22,200,000 
90,070,000 
97,850,000 

<$4,365,466 

VETERANS  FARM  AND 
HOME  BUILDING  FUND 

Veterans'  Welfare  of  1929      

4-4M% 
2Ji-3% 

2-2M% 
1H^% 

1935-53 
1937-56 
1947-66 
1949-71 
1952-71 

Veterans'  Welfare  of  1933 

Veterans'  Welfare  of  1943- 

Veterans'  Welfare  of  1946 

Veterans' Welfare  of  1949.. 

Veterans'  Welfare  of  1952 

8150,000,000 

Totals,  Veterans'  Welfare  Bonds 

$430,000,000 

8150,000,000 

866,201,000 

8213,799,000 

TOTALS,  SELF-LIQUIDATING  BONDS.. 

$460,000,000 

$152,197,000 

872,003,000 

$235,800,000 

J4,365,466 

TOTALS,  ALL  BONDS -              

$989,300,000 

8337,197,000 

$140,398,000 

8511,705,000 

i3,iso,4ee 

$13,120,466 

Less:  Amounts  in  Sinking  Funds,  November 

NET  BONDED  DEBT 

8498.584,534 

1  Chapter  611,  Statutes  1943,  and  Chapter  1492,  Statutes  1945,  appropriated  $26,239,738.75  to  the  Bond  Sinking  Fund  of  1943  for  the 
purpose  of  paying  the  principal  and  interest  on  these  Issues  to  final  maturity. 

=  In  addition  there  is  $26,399  in  the  Olympic  Bond  Fund  and  $3,713,063  in  the  Bond  Sinking  Fund  of  1943  which  is  available  for  pay- 
ment of  interest,  and  $84,253  in  the  Sacramento  State  Building  Sinking  and  Interest  Fund  in  excess  of  the  amount  required  to 
retire  outstanding  bonds. 

'  The  servicing  of  these  bonds  is  primarily  the  obligation  of  the  San  Francisco  Harbor  Improvement  Fund  and  the  Veterans  Farm  and 
Home  Building  Fund  ;  however,  in  last  analysis  they  are  general  obligation  bonds. 

*In  addition  there  is  $203,481  in  the  Seawall  Sinking  Funds  and  $5,973  in  the  India  Basin  Sinking  Fund  of  1909  which  is  available  for 
payment  of  interest. 

^  Callable  on  or  after  January  2,  1951,  in  the  amount  available  in  the  sinking  fund. 

°  Callable  on  or  after  January  2,  1955,  in  the  amount  available  in  the  sinking  fund. 

'  $500,000  callable  on  or  after  March  1,  1971. 

^  Callable  on  or  after  January  2,  1941,  in  the  amount  available  in  the  sinking  fund. 

"  Budget  Act  of  1952  provides  $50,000,000  to  be  set  aside  in  the  School  Bond  Retirement  Fund,  which  will  be  available  in  March,  1953, 
for  retirement  of  school  building  bonds. 

A-66 
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pritiied  in  California  state  printing  office 


